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To keep you posted on current developments and 


investment outlook for every important listed stock 


Our monthly “Adjustable Stock Ratings” are of inestimable 
help to all subscribers to THE MAGAZINE OF WALL 
STREET, in keeping them up to date on all securities in 


which they may be interested, and in checking changes in_ 


the outlook for securities previously purchased. 

Now, more than ever, under present conditions, you, too, 
will want to supplement the guidance of THE MAGA- 
ZINE OF WALL STREET by our “Adjustable Stock Rat- 
ings” so that you can— 

—Avoid companies not likely to recover. 

—See at a glance any danger signals on previous purchases. 
—Know what industries are progressing—which are declining. 
—Know what companies offer the soundest profit possibilities. 
—Have all the essential facts all the time. 


Whether you want to keep up-to-date on securities you con- 


template buying, or in checking the present outlook and "eet 
tion of securities you are now holding, “Adjustable Stock 


Ratings” can be constantly helpful to you. 


Its Ratings are revised monthly to show you the present out- 
look for an industry—whether it is in a strong position—if 


prospects hinge on uncertain developments—if it is depressed 
without signs of improvement. “Adjustable Stock Ratings” 
gives you the position of your company in its industry, 
whether excellent, good, fair, or doubtful. 


Its Statistical Data is essential in judging and keeping track 
of the companies in which you are interested, giving earnings, 
price ranges, dividend information, funded debts, shares out- 
standing, and latest available information on_ interim 
earnings. 


Its Comments are changed frequently, to keep you posted on 
new developments likely to affect prices. 

Its Conclusions are based on intensive analyses of the com- 
bined fundamentals of each security—plus its technical posi- 
tion and future market outlook. 

Its Ticker Symbols will enable you to find securities on any 
ticker, quickly and easily. 

“Adjustable Stock Ratings” used with THE MAGAZINE 
OF WALL STREET, and our Personal Inquiry Depart- 
ment, provides you with an economical and excellent invest- 
ment service that should enable you to keep your funds 
profitably placed in sound issues at all times. 


Now, A Special Combination Offer 


Brings You Our Personal Inquiry Service—Free 


You may only check off “Adjustable Stock Ratings” on the coupon below. But, we urge you to consider the special offers 
made there. Not only can you take advantage of limited-time subscription rates to “Adjustable Stock Ratings” and THE 
MAGAZINE OF WALL STREET, but your subscribing now entitles you to as many as three personal opinions at any 
one time concerning any securities about which you desire detailed information. Subscribe now while you are offered this 


money-saving opportunity. 


Mail This Money-Saving Coupon Today 


The Magazine of Wall Street, 90 Broad Street, New York, N. Y. 
Enter my subscription to “ADJUSTABLE STOCK RATINGS.” Enclosed is remittance to cover offer checked— 


(0 Adjustable Stock Ratings, 1 year 


I wish to take advantage of your special combination offer, which gives me the privileges of 
writing your Personal Service Department regarding securities I hold or plan to buy. 


(0 Adjustable Stcck Ratings ($2.50) and The Magazine of Wall Street ($7.50). Both one year 


(1 Both six months. Special introductory rate 


Canadian or Foreign Subscriptions for Adjustable Stock Ratings only, same price as above. On 
Combination Offers including The Magazine of Wall Street, add postage: 1 yr. $1; 6 mos. 50c. 











“WE ADDED THE TELEPHONE TO 


OUR SALES FORCE” 


says the President of The Champion Coated Paper Company 


‘«, . . AND IT BECAME OUR STAR SALESMAN’? 


Long Distance and Teletypewriter Service spread fan-like from the mills and district 


offices of The Champion Coated Paper Company, bringing per 


AMONG today’s successful concerns is The Champion 
Coated Paper Company, of Hamilton, Ohio. Since 
1929 it has increased its production capacity by 
nearly 25 per cent. 

Like other successful companies, Champion 
finds Long Distance telephone service one of its 
essential and profitable aids in meeting changed busi- 
ness conditions. “The telephone is in the position of 
star salesman,” says the President. “It is more im- 
portant than ever in keeping in touch with the broad 
limits of the national market. We have materially 
increased our use of Long Distance in recent months.” 

Executives of small concerns as well as large 
are using Long Distance to put new vigor into sell- 
ing activities. It is economical . . . savings in time 
and money can be effected in many ways. It meets 
today’s demand for speed .. . business men can visit 


Haod 





with over 100 paper merchants and the customers of these dealers. 


any number of customers in minutes. It is personal- 
ized ... friendly voice-contact is brought to transac- 
tions between men separated by hundreds of miles. 
It is two-way . . . proposals can be discussed pro and 
con, and agreements quickly reached. 

Long Distance brings new economies and new 
efficiency to every department of a business. Let 
your local Bell Company show you how. 


LONG DISTANCE RATES ARE LOW 


Typical Station-to-Station Rates 
From To Daytime 7P.M. 8:30 P.M. 
Boston Philadelphia $1.25 $1.10 $ .75 
Minneapolis Chicago 1.60 1.35 -90 
Miami Atlanta 2.55 2.10 1.40 
Denver St. Louis 3.25 2.65 1.75 
New York San Francisco 9.00 7.25 5.50 


Where the charge is 50 cents or more, a federal tax applies as follows: 
$ .50 to $ .99, tax 10 cents; $1.00 to $1.99, tax 15 cents; $2.00 or 
more, tax 20 cents. 


Q 


JUST CALL YOUR BELL TELEPHONE BUSINESS OFFICE 


~~ 
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A sane course, strongly 
advised, is to keep your 
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RE we off the gold standard? 

Is the issuance of new money 

inflation? In the light of all 
that has happened since the fourth of 
March it is not surprising that consid- 
erable confusion exists as to the posi- 
tion of the nation in regard to these 
questions. 

It may serve to clarify the situation 
somewhat if we go back to fundamental 
considerations. The gold standard im- 
plies the redemption of paper money 
and the meeting of foreign balances 
in gold on demand. Recent events 
were precipitated by the withdrawal 
of some foreign balances, but by far 
the more important factors were the 
tremendous exports of our own fright- 
ened capital and the greatest domestic 
demand for gold in our history. Tech- 
nically, when an embargo was declared 
on gold shipments at the time of the 
national banking holiday, it took the 
United States off the gold standard 
from an international standpoint. 

But while we may be off gold for 
the moment, we have certainly not 
abandoned the historic standard for any 
length of time. Our present position 
may be compared with that during the 
late war when, in common with the 
test of the world, we placed restric- 





When Is Inflation Not Inflation? 


tions upon the shipment of the metal. 
We cannot be compared with England 
whose troubles grew out of an inability 
to meet foreign withdrawals, for we 
have ample stocks of gold to meet any 
normal, or even abnormal, demand 
growing out of trade relationships. 
Our technical defection from gold is 
the result of the panic stricken efforts 
of a public to liquidate at one time 
the entire banking deposits of the coun- 
try—something which manifestly can- 
not be done in any part of the world. 
When the public hysteria abates, we 
will resume gold payments. 

Most of us dislike to think of the 
country’s having departed from the 
gold standard because of its connota- 
tion with inflation. Of course, defec- 
tion from gold is not in itself inflation- 
ary, but experience shows when cur- 
rency is not redeemable in gold that 
the way is usually opened for an in- 
creased supply. We ourselves propose 
to issue between two and four billion 
dollars worth of Federal Reserve notes. 
But it does not follow of necessity that 
we shall take the third step of the 
series (1) off gold (2) increase in the 
currency (3) inflation of prices. 

Some increase in our currency has 
been made necessary by the terrific 








sums which, while theoretically in cir- 
culation, actually repose in the hiding 
places of the hoarders. So severe has 
been the drain that the soundest banks 
would have difficulty in meeting pay- 
ments without some augmenting of the 
supply. Let us forget about “gold 
cover” for the moment and consider 
this new money as “substitute” money. 
If the amount issued is about equal 
to that hoarded, or if it merely re- 
places frozen bank deposits, there is 
no increase in the buying power actu- 
ally in use and: consequently no infla- 
tion. If the volume of the new money 
is contracted as other funds come out 
of hoarding, or as frozen bank de- 
posits thaw, there is still no inflation. 
But if the new money more than re- 
places that hoarded and that contained 
in frozen deposits, or if it is not retired 
as fast as the existing buying power 
is put to use, it would be inflationary 
and prices would rise. It should be 
noted, however, that the mere fact of 
rising prices does not mean that infla- 
tion is “taking hold.” Such a develop- 
ment might mean no more than that 
the public thinks we shall have infla- 
tion and is speculating on the belief. 
In this case the rise would not be long- 
lived. 
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Your Last Opportunity to Secure—Free 


mor THE MAGAZINE OF WALL STREET 


5 ALE Eleventh Annual 


MANUAL 


A Year Book of Financial, Industrial, Security and Economic Facts 














A most complete and helpful Manual prepared in a unique style that saves 
you time and yet gives you complete information on every important 
industry and security 


. « « To Invest Successfully in 1933 
You Must Act on Facts . . . 


To give you immediately the status of the various industries and the 
situation of each individual company as well as an analysis of the economic 


Facts, Graphs and Statistics that 
will help you make your 1933 3 é 
Business and Investment Plans. and business outlook this Manual can be constantly helpful. 





This Offer Good For 10 Days Only 


Complete Statistical Records—plus one hundred tables and charts illustrat- 
e ing basic conditions in important industries and fully detailed tables giving 
leading companies’ earnings over a period of years. 





Factual The financial position of all leading companies showing the ratio of assets 
to liabilities, the net working capital, etc., is given. This is a very valuable 
anc feature in view of prevailing conditions. 
3 Interpretation and Forecast—Practically every company of importance 
Interpretive whether listed or unlisted is included. While the data gives the investor a 
complete record of their growth or decline, our interpretation and forecast 
& will give him the benefit of our expert judgment in analyzing these corpo- 
rations and their trend during 1933. Among other important features:— 
COMPLETE STATISTICAL RECORDS .. DOMESTIC TRADE AND BUSINESS. . 
Analysis of the Stock Market for 1932 with 1933 Analysis of the Business Situation from the Standpoint 
Outlook. By the Industrial and Security Experts of of Recent Events and Prospective Trend. 








—Prospective trend of money and credit. 

—Review and forecast of commodity prices. 

—Analysis of surpluses and production trend for 1933. 
—Industrial developments and changes. 


The Magazine of Wall Street. 
~-Karnings base for 1933 of all leading companies. 







- ici grt Sx ae —Trend of foreign trade for 1933. 
Over-the-Counter prices. SECURITIES .. 





Curb market prices. 











3 Years Earning Record—Present Financial Position. 
BONDS .. Illustrated with Charts and Tables. 
Review and forecast of bond market for 1982-1983 By —_—.” re ny 
- Bond market prices for 1932. —Food and Packing --Leather , —Oil —Shipping 
~—Foreign bonds. —Chain Stores ~~Machinery —Tires —Tobacco 
~—-Listed and Unlisted bonds. —Mail Order —Textiles —Paper —Radio and 
—Curb bonds. —Automobiles —Mining —Sugar —Communication 





The clarity and simplicity with which we present all data and eorape goog comment will give you a clear and accurate 
picture,—not only of the position of the individual corporation, but of the industry of which it is a component part. This 
material will enable you to map out your investment course during 1933. It will tell you which securities to discard and 
which to hold,—and enable you to build a sound investment foundation. 


This valuable volume will be sent FREE, providing you send in your subscrip- 
tion to The Magazine of Wall Street for one year, using Special Coupon below. 







Publisher's Note: If rou sre already a @ubscriber, your subscription will be extended from present, date of expiration. 
Canadian and Foreign Postage $1.00 Extra. 
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The Trend of Events 


—Smothering a Panic 

—Hitler on the Throne 
—Imaginative Inflation 

—A National Racket Under Fire 
—Upholding the Dollar Abroad 


SMOTHERING A BANK and money 
PANIC panic, long smoulder- 
ing, broke over the 
whole country in the week ended March 4. State 
after state threw up its hands and the country awoke 
the following Monday to find that President Roose- 
velt had met the panic by the back-fire method of 
closing all banks, regardless, for a period of four days. 
With record celerity Congress on the last day of 
the holiday passed a momentous counter-offensive act 
proposed by the President. 

The gist of that measure gives the President dicta- 
torial authority over all banks, insuring the early re- 
opening of the strongest, deferred opening of the 
second-best and reorganization on the basis of asset 
realites of the others. Immediate currency relief was 
sought by the authorization to the Federal Reserve 
Banks to issue almost unlimited quantities of the 
almost forgotten Federal Reserve Bank Notes, not to 


be confused with the ordinary Federal Reserve notes, 
issuance of which was liberalized. 

This is fighting fire with fire with a vengeance. 
Hoarding is to be drowned out with an ocean of money 
and the sheep and the goats of the banking flock are 
to be separated. This is an emergency move but it 
sounds the doom of the weak banks, banks beyond 
useful resuscitation. 

The final liquidation of the motley crew of banks 
is here with dramatic suddenness. 

Federal Reserve Bank members are the only banks 
that get Federal Reserve Bank notes or participate in 
the liberalized loans of Federal Reserve Banks. There 
will be a rush of qualified state banks to get into the 
Federal Reserve System. Every open bank will be 
by the same token a confidence-commanding bank. 

A great step forward has been made in the much 
needed complete rehabilitation of the banking system. 
Much remains to be effected by future legislation but 
an encouraging start has been made. The tumor of 
rotten banking has been lanced. As the strong institu- 
tions open, banking can be confidently resumed, the 
gold standard re-afirmed, and a uniform system of 
control and regulation at last realized. 


—, 
HITLER ON TALY was bamboozled and 
THE THRONE trapped into Fascism. A few 


thousand reds made Russia 
all-red by grasping the reins of power as they fell 
from the hands of a feeble autocrat. But Germany 
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has deliberately voted itself from democratic freedom 
to Fascist y- A great and intelligent nation has 
denied itself liberty. The vote may not be taken as 
an approval of despotism but it certainly is a vote 
of submission to it. All Europe, except some of the 
lesser nations and France and England, is now ruled 
by three tyrants—Stalin, Mussolini and Hitler. In all 
the world there are now only three great powers that 
remain true to democracy. 
The Hitler victory in Germany must be counted as 
a score for economic revival, mixed with political irri- 
tants which becloud the outlook for continued peace. 
Force must be fed by force. The ruthless Nazi storm 
troops will look for further victories—victories which 
can be found only beyond the frontiers unless the com- 
munists take their suppression lying down. And they 
will, for the German masses are always prone to yield 
to the man on horseback. But there will be a pause 
while Hitler consolidates his power. The pause may 
_be long enough for the blooming of a new burst of 
world prosperity. 
In the meantime the nations will hardly stack arms. 
Hitler has undone the work of Versailles, map- 
making by the sword looms for the future and with it 
another cycle of the rotten old diplomacy that simu- 
lates devotion to peace and argues with the threat of 
arms. 


——,_ 


HETHER the financial 
policies of the new Fed- 
eral administration will 
involve some degree of monetary inflation remains to 
be seen. Such new money as may be put out in the 
immediate emergency to replace the two billions of 
dollars or more now hoarded can scarcely be regarded 
as an active inflation as yet. It is interesting to note, 
however, that mere conjecture on this subject is ap- 
parently enough to provoke some measure of specula- 
tive anticipation. Here and there retail food prices 
have now been marked up. In some cases this may 
result from aggressive retail purchasing on the part 
of ultimate consumers for fear of delayed shipments 
and inadequate supply due to difficulties of financing 
freight movements. To a larger degree, however, it is 
sheer opportunism. But we also find a tendency toward 
moderately higher prices for such commodities as cop- 
per, lead, wheat and livestock. Considering the exist- 
ing surpluses of most commodities, a terrific deprecia- 
tion of the dollar, indeed, would seem to be required 
to raise them by any important amount. Whether 
such depreciation is in the offing cannot yet be fore- 

seen. 


IMAGINATIVE 
INFLATION 


——, 


A NATIONAL RACKET HE brief duration 
UNDER FIRE es of heavy fighting 

by the American 
Army in the World War, culminating fortunately in 
the shortening of that disastrous conflict, left us with 
a list of casualties relatively small in proportion to the 


number of men in service and a mere fraction of the 





casualties suffered by England, France and other par- 
ticipants. Yet in pensions and other veterans’ benefits 
we are now spending approximately one billion dollars 
a year. This is far more than any other nation so 
spends. What is more to the point, it is between a 
fourth and a third of the total cost of Federal Govern- 
ment. On the present national income we can not 
afford it. As President Roosevelt courageously points 
out, it is largely responsible for the Federal deficit and 
the deficit in turn is largely responsible for the weak- 
ening of confidence. At this writing it appears prob- 
able that the President will be given the dictatorial 
power he seeks to cope with this problem. If so, a 
long step will have been taken to set the national 
finances in order. 


———, 


INCE the declaration of 
the gold embargo and 
the threat to the position 
of the dollar in terms of other currencies, the coun- 
tries of Europe have displayed increasing concern. And 
well they might, for holdings of American bonds are 
sizable on the Continent and even the hoarding of 
American dollars is not unknown in some countries. 
Moreover, a depreciated dollar means a distinct disad- 
vantage in the highly profitable trade which France en- 
joys in her sale of goods in our market. Weakening 
of the dollar is looked upon as an unfavorable develop- 
ment also by Great Britain who sees in it a loss of the 
advantage she now enjoys in many markets because 
of her own depreciated currency. Similarly, all the 
nations recognize the dollar at lower quotations means 
a drastically reduced expenditure on the part of Ameri- 
can tourists abroad. Any reduction in the dollar would 
far exceed the mere value of the depreciation. Even a 
90-cent dollar would be discouraging to travel as a 
whole and would deprive the principal European coun- 
tries of substantial revenue. Thus for purely selfish 
reasons it is not strange to find both England and 
France making valiant efforts to support the present 
American position and preserve quotations close to 
parity. 

This may be much to the disgust of world specu- 
lators who had been selling the dollar short during the 
past three months and are now forced to cover by gold 
shipments. All available steamer space for sometime 
to come is engaged for this purpose. Of course the re- 
ceipt of this gold will improve the position of their cur- 
rency by broadening the base. Finally, the current 
situation has considerably enhanced the prospect of 
war debt settlement. The threat of our dollar’s decline 
has given us a bargaining weapon md the conferences 
between President Roosevelt and the debtor nations 
later this month may take on a different aspect. There 
is even some hope for payments in June and on subse- 
quent settlement dates. Even before that France may 
yield to British pressure and make the payment due 
December 15, last. It may turn out that our gold posi- 
tion will be improved rather than hampered by foreign 
influences. 


UPHOLDING THE 
DOLLAR ABROAD 


Monday, March 13, 1933. 
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As I See lt - 


Safeguard 


HILE the ant abjured pleasure and put by a store, 

the grasshopper only enjoyed himself. So runs 

Mr. Aesop’s tale commending the diligence and 
foresight of the saver. But, either because he feared 
that his lesson would not be observed by posterity if he 
cited exceptions, or because the teller of fables lived be- 
fore the modern age, he does not tell us of the penalties that 
have so frequently been visited upon the thrifty. Perhaps 
he did not envisage the terrific burden of taxation placed 
upon all who laid by against a rainy day, nor did he con- 
ceive of unethical bankers who directed savings toward 
their own pockets. Certainly he could not have fore- 
sen a banking crisis which appeared in the latter phase 
of a world-shaking depression, and in one fell swoop effec- 
tually impounded the already depleted funds of those who 
sill retained a few of their hard-won dollars. 

On the contrary, no doubt he was rightly imbued with 
the idea that the savers and the investors were of necessity 
the life-blood of the nation—the source from which a re- 
viving business must inevitably look for its impetus and 
sustenance; for while the speculating grasshopper may hop 
around the fringe of revival, to the thrifty will fall the 
principal obligations of carrying on the process of re- 
covery. 

The savers must be saved. The President recognized 
this necessity in his recent inaugural address when he 
said: “There must be a strict supervision of all banking and 
credits and investments,—there must be an end to specula- 
tion with other people’s. money.” 

After three years of temporizing 
with a situation as potential in its 
dangers and effects as a world war, 
we have come to that juncture 
when sacrifices are in order, when 
drastic action is demanded if any- 
thing is to be rescued. Whether 
the way out involves inflation or 
further deflation these sacrifices 
must come from “him that hath” 
not from “him that hath not.” 
Therefore, every effort must be 
made to safeguard and minimize 
the effect of the necessary adjust- 
ments while still achieving their 
purpose, 

Under a regime of currency in- 
lation the thrifty saver need not 

excessively penalized. If his 
unds are in stocks or other forms 
of lasting property he may well 
escape the attendant difficulties of 
a rising price level. It is as a 
creditor or a bondholder receiving 
a fixed rate of interest or repay- 
ment of principal in dollars of 
lessened purchasing power that he 
is adversely affected. 

But in such cases the result 
would be much the same under 
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“There must be a strict supervision of all 
banking and credits and investment” ward. 





By Charles Benedict 


the Saver 


continued deflation for there is no denying the fact that the 
load of crushing debt must be relieved. By deflationary 
measures such debt is simply written down and losses taken 
whereas by inflation it is reduced or paid off in cheap 
dollars. Inevitably in this situation the creditors receive 
less both as to principal and interest. The guaranteed mort- 
gage companies, following the lead of individual mort- 
gagors, are vigorously pressing this necessity today despite 
the guarantees of original indentures. Landlords are facing 
a similar situation with respect to their lessees. 

Under the sound revision of the Bankruptcy Act, which 
became law in the closing days of the last Administration 
the heavily incumbered railroad can seek reorganization 
on terms acceptable to a majority of all of its security 
holders. | Equitable adjustment becomes possible for the 
benefit of the road, the bondholders, and even the holders 
of junior issues which have so frequently been completely 
wiped out in the past. The same act also accords to in- 
dividuals and small businesses the privilege of a fresh start 
without the necessity of giving up all assets in effecting 
a settlement as under the old law. Yet it is encouraging 
to note that the new statute is not entirely unmindful 
of the necessity for protecting the lender. Secured loans 
cannot be reduced in a harmful degree. 

Apparently there is an increasing consciousness on the 
part of the Government generally that the creditor must be 
accorded fair safeguards in the process of making the sacri- 
fices necessary to remove the financial handicaps to re- 
covery. There is a notable decrease 
in the appropriations of the 1933 
budgets in many states and munici- 
palities. At last the need for re- 
trenchment—for sparing the already 
hard-pressed tax payer—is begin- 
ning to appear. The trend is by no 
means national as yet. Many sub- 
divisions of government are still 
gross offenders in the matter of tax- 
ation. Indeed the Federal Govern- 
ment has yet to grant relief; and 
the burden is excessive. But in the 
past few days has come an en- 
couraging development even in this 
quarter. The President has force- 
fully recognized the need for re- 
trenchment and has urged Con- 
gress to grant him full powers to 
effect large economies in Federal 
expenditures. Through such a 
program the credit of the United 
States will be enhanced, the budget 
balanced and the tax payer ulti- 
mately given relief. This policy is 
not only justified but necessary if 
the coffers of those who have prac- 
ticed thrift are to retain sufficient 
substance to finance the general 
recovery to which we look for- 
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Anticipated Inflation Favors 
Stocks 


What Is the Wisest Policy If Demands on 
Public Credit Force Currency Inflation? —What 
Type Stocks May Be Bought for Protection? 


By A. T. Mrtier 





was influenced by the logical ex- 





HREE years of deflation 
and of growing public fear 
have reached a climax in 

the recent sensational banking de- 
velopments. The sequel of such 
a breakdown of normal financial 
functions, particularly in relation 
to business, is subject to wide 
conjecture and will require con- 
siderable time for clarification. 
Some of the major implications, 
however, appear clear. 
Unquestionably, we have 
reached a new and significant 
economic milestone beyond which 
our national policies of dealing 
with depression will inevitably 
differ radically from those here- 
tofore followed. The explosive 


Fifteen Stocks 


American Sugar 
American Radiator 
Continental Can 
Corn Products 
General Electric 


National Biscuit 


Recommended for 
Purchase on Prospect of Possible 
Inflation 


First National Stores 


Standard Oil of New Jersey 


pectation that the Federal Gov- 
ernment, in dealing with the 
banking difficulties and the fiscal 
problems created by them, would 
be forced to employ some degree 
of currency inflation. But the 
matter was deeper than this. The 
general debacle upon which the 


Standard Brands 


~ Pont chronic bears had been specula- 
Liggett & Myers ting had come to pass. The ob 
Nesienel Lead vious conclusion—regardless of 


whether convalescence took the 
form of moderate and controlled 
inflation or other measures of ad- 
justment—was that out of the 
existing wreckage would come 
improvement, and not further 
deterioration. 


J. C. Penney 
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We believe this view is sound 





failure of past policies—a failure 
now brought forcibly to the keen 
attention of the entire body of the American people— 
literally catapults us into a New Deal, political and eco- 
nomic. 

The shock itself has brought an instant and overwhelm- 
ing public demand for prompt remedial action along direct 
and realistic lines. For the first time since the war, crisis 
has brought a real fusion of national interest sufficiently 
powerful to blanket the ordinary bickerings, dissensions 
and delays of popular government. In the emergency 
measures already put into effect and in the decisive formula- 
tion of more permanent policies we have already seen a 
gratifying response to the new mood by the present political 
leadership at Washington. 

Before our banks closed the public psychology was one 
of abject pessimism and fear. After they were closed hope 
and even a semblance of confidence sprang up anew. The 
worst had happened, and life went on. Ahead there could 
only be improvement after this tremendous purgative. In 
the closing session, of the stock market, prior to the national 
holiday but when shrewd observers were convinced such 
a development was imminent, this new spirit of hope 
expressed itself in the apparent paradox of rising prices. 

It is known that in that session pire of the 
largest operators, long persistently bearish, to cover 
short eusiinemiats of long standing. Some went long of 
stocks. It is undoubtedly true that this change of position 
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and that it calls for a reconsider. 
ation of investment policy as regards common stocks. We 
regard is as probable that the reopening of the market 
to trading will be accompanied by a buying, rather than a 
selling, movement. There is some evidence available even 
now to support this theory, especially in the fact that the 
few American stocks which command an_ international 
market are currently quoted higher at London than when 
our market closed down. There is evidence of firming 
tendencies in various commodities. 

Inflation is a broad word, subject to many qualifica 
tions. What speculative sentiment expects, however, is an 
expansion of the currency. The initial effect upon prices 
will be determined more largely by public psychology than 
by the actual mechanics of a change in money supply, 


suggesting a possibility that the initial upward price re BF 


sponse may be excessive and subject to correction, pending 
a later and calmer appraisal of realities. 

There has never been an instance of deliberate cur 
rency inflation for the benefit of the private debtor. Gov 
ernments begin to print currency for their own need only 
after reaching: the end of borrowing power. Prior to the 
breaking down of the banking system there was no reason 
to regard inflation as imminent in this country. With 2 
liberal supply of banking resources open to it for the 
absorption of fresh loans on a short-term basis, it appeared 
logical that Government credit was far short of its peak. 
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The recent banking developments have vitally changed 
the position. Even before the holiday became complete, 
confidence in the Federal credit had begun to deteriorate 
and the cost of short-term financing, after long being less 
than 1 per cent., soared to 4 per cent. As this is written 
the Government is confronted with the refinancing of 
neatly $700,000,000 in obligations falling due March 15. 
On the same date the first quarter installments of income 
tax fall due. This will be paid mainly in checks and, what- 
ever emergency banking remedies are applied, it is unlikely 
that all of these can be collected for the present. 

Moreover, the business stagnation induced by the clos- 
ing of banks must inevitably reflect itself in lower revenues 
from various excise taxes. Unemployment will have 
increased, calling for larger relief. In short, the effect of 
the emergency is to increase the demands upon the Gov- 
ernment, to lessen its revenues and at the same time 
greatly to impair its normal capacity to borrow. 

Call it what you will, the apparently necessary out- 
come of such a situation is a temporary monetary inflation 
and there is no reason to disguise this fact. It will take 
the form chiefly of issuance of Government bonds \as a 
basis for additional currency. There is little inherent dif- 
ference between the issuance of a $1,000 Federal bond 
and the issuance of 1,000 $1 bills. 

Technically, it would be possible to issue some 3 billions 
of additional currency without actually carrying the dollar 
below the long-standing legal requirement of a 40 per cent 
gold backing, the other 60 per cent consisting formerly 
of commercial paper—the supply of which has been greatly 
curtailed by depression—and now consisting of Govern- 
ment bonds and commercial paper. In practical fact, how- 
ever, the value of. money is what people take it to be. 
As with bank credit, a large expansion in the quantity of 
currency involves a psychological deterioration in its qual- 
ity. Therein begins the change of public attitude toward 
money. 

For more than 





it is stopped at the right point it is not only not dangerous 
but, regardless of adverse effects on certain classes, is 
probably in the general economic good. 

In this country there are strong reasons for confidence 
that inflation will not get out of hand. First, the financial 
difficulties confronting the Government are moderate in 
comparison with those which the war imposed upon Euro- 
pean nations. Second, there was never a time when political 
power was more definitely concentrated in the President. 
It is evident that strong’ measures are now to be taken 
to bring the Federal budget into substantial balance. The 
accomplishment of this objective, plus the rehabilitation 
of the banking system, are the keys to a restoration of 
confidence first in the national credit and second in banking 
credit generally. When that point is reached inflation 
should cease. 

So far as the average individual is concerned, we see 
no practical value in ne ily vague conjecture as to 
the imminence or ultimate scope of inflation. Its degree 
may be mild. It may fail to raise prices as high as many 
hopefully expect. The practical point is that the time 
apparently is at hand when the dollar will no longer ap- 
preciate in terms of purchasing power and when the 
probability is that its value will depreciate. Whether that 
depreciation be great or small can not be foretold with 
assurance. Whatever it may prove to be, prudent policy 
would appear to suggest the conversion of dollars into 
tangible property equities—not as a matter of future 
speculative profit, but as a matter of safeguarding 
capital. One of the most convenient methods of accom- 
plishing this result is in the purchase of sound common 
stocks. 

For the guidance of our readers we present with this 
article a diversified selection of fifteen issues which have 
been chosen with regard for ible inflation but which, 
even without this factor, hold promise both of sure sur- 
vival and ultimate recovery of earning power. Many 

‘ varying factors have 





three years, with ac- 


been considered, in- 



















































































tive deflation under 5 io ec ee Se ie cluding trade or in- 
way, the general THE MARKET RECORD dustrial position, fi- 
movement has been 4 unc. 9 WALL STS. COM. STK. INDEX) nancial strength, man- 
to convert wealth or agerial experience 
prety = ——. 4 and ability, — 
i b Osition 1n relation to 
to Peggle og a 35t-A+-p A HN pi rising prices 
surdity of attempting 2 COMBINED AVERACE y r) Aa | and degree of com- 
to convert 42 billions a wy : HILAL, mon stock leverage as 
of bank deposits into z Ha FAS 4 ™ influenced by prior 
one vs ! 1 P 
some 6 billions of 3 2 ae ! ' M obligations which 
. < 7 . F HW 
Poa: 4 | | eS LLP et) ee meee oe 
= pap?" Se ae ee 

to the probability of 2 ‘ VA LJ 7 ver 1 ing inflation. 
forced inflation, ton] f ‘ Because of the pos- 
exactly reversing the 15 . mT ; sible inflationary fac- 
Previous downward Ses) 0” RAILROADS tor, normal invest- 
ony by casting I V—-pet ment diversification 
joubt on the continu- has not been strictly 
| ing abnormal value of 5 followed. Some 
the dollar in terms of groups have been ex- 
real wealth. The in- Olmert peter te te cluded, notably public 
evitable result is to JAN FEB MAR APR MAY sag JUL AUG SEP OCT NOV DEC oN TBO utilities - and rail. 








start a movement out 





These may derive 





of money into real 
Property again, the fear of property depreciation being 
replaced by fear of monetary depreciation. 

The danger of an inflation is that it inherently tends 
to become uncontrolled and to go to lengths greater than 
originally contemplated, as is shown by comparatively 
Tecent history in Germany, France and Italy. In theory, if 
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some advantage from 
rising prices and increasing business activity, but would 
be hampered in achieving full benefit by relatively rigid 
service rates. 
Among the fifteen stocks recommended, however, it is 
possible to find adequate diversification. While many 
(Please turn to page 602) 
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~ A New Deal in Banking 


Stronger System Gives Promise of Emerging 


from Greatest Crisis in Nation’s History 


By THroporeE M. KnapPEN 


AST autumn, when business activity and security mar- 
kets had turned sharply upward from the mid-year 
bottom, it appeared that our hodge-podge of good, 

bad and indifferent banks, operating under forty-nine dif- 
ferent varieties of regulation, had, with Reconstruction 
Finance Corporation aid in weak spots, managed, in the 
main, to ride out the storm of depression. 

To be sure, thousands of the weakest and most poorly 
managed, including a minority of banks of substantial size, 
had foundered. Many of the rest were battered and torn. 
They had been buffeted by recurrent gales of public fear, 
by abnormal withdrawals of currency for hoarding and by 
a European run on the dollar, but apparent abatement of 
the storm had come at last. Our stock of gold again began 
to be replenished. 

The three-year storm of deflation, however, with its tre- 
mendous decrease in business activity, its steadily mounting 
unemployment, its persistent, nerve-racking depreciation 
in commodity and security values and the steady shrinkage 
in bank deposits and resources, had left sub-surface strains 
too severe to be overcome. This became frighteningly 
obvious early after the turn of the year. 

No single spark can be said to have touched off the con- 
flagration which roared through our banking structure and 
reached inexorable intensity on the very day that the new 
Federal administration assumed power. It was no matter 
of foreign distrust and foreign pressure on gold. It was 
a gradual and, at first, undercover seepage of domestic con- 
fidence. The do-nothing, “lame-duck” Congress dodged the 
supremely important task of balancing the budget and vari- 
ous of its mem- 
bers began to talk 


ered and maturities extended. Meanwhile the lunacy of 
Congress in forcing publication of Reconstruction Finance 
Corporation loans to banks was pointing a finger of sus 
picion. 

It is no wonder that confidence in banks, confidence in 
political leadership, confidence in the country itself began 
again to deteriorate! Sporadic bank runs were renewed, 
breaking out in New Orleans around February 1. Soon 
thereafter came the bombshell of the Michigan bank holi- 
day, precipitated by the insolvency of two large Detroit 
banks. The wisdom of this state-wide shut-down was open 
to grave doubt, but of the result there was no doubt what- 
ever. The cold, creeping panic was on. State after state 
bowed to it and resorted to moratoria, while at Washing- 
ton the Senate Banking and Currency Committee rasped 
the public nerves further with revelations of the unsavory 
Insull affair and of the still more unsavory operations of 
the chairman of one of the country’s largest banks. 

The bank run became a race, a fantastic effort to liqui- 
date 42 billions of deposits into approximately 6 billions 
of currency. In a single week currency circulation made 
the unprecedented jump of 732 millions. In a single day 
the Reserve System lost more than 100 millions in gold. 
The 40 per cent gold reserve behind Federal Reserve notes 
was threatened. Exhausted New York bankers threw up 
their hands at 4 A. M. on the morning of March 4 and 
the Governor of New York declared a two-day holiday. 

What a setting for the inauguration of a President! 
What matchless timing of fate, that the peak of crisis and 
the peak of fear coincided with the installation of a new, 

solidified and ef- 





inflation. The BANK 
farm strike swept 
over large  sec- 
tions of the West, 
filling the press 
with stories of 
foreclosure sales 
halted by force. 
The strained real 
estate mortgage 
situation in New 
York City came 
to a head with 
open and public 
acknowledgme n t 
by the large guar- 
anteé companies 
that interest pay- 
ments on their 
obligations would 
have to be low’ 
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‘ fective party 
leadership! The 
breakaway from 
past policies came 
like a flash of 
lightning. There 
was no question 
of expedients or 
palliatives. In- 
stinctively the 
public knew that 
something revolu- 
tionary was fe 
quired, that a 

_ banking era had 
ended, that emer’ 
gency remedies 
would have to be 
followed quickly 
by basic and 
permanent bank: 
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ing reforms. 
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As this article. is written that revolutionary action which 
the situation demanded has leaped into being. Probably 
never before in a single week has national leadership func- 
tioned so smoothly, so promptly, so boldly. Within this 
week the President has proclaimed a shut-down of all banks 
in the country and has demanded and obtained from Con- 
gress dictatorial powers to put into effect both emergency 
remedies and permanent reforms. Within this week the 
gold drain has not only been stopped in its tracks but re- 
versed by stern measures against hoarding or export; and 
the metal is again flowing back to the Reserve System. 
Within this week banking restrictions have been steadily 
lightened to accommodate imperative human needs. Within 
this week the carefully planned conditions under which 
solvent banks will soon re- 








frozen assets. Hopelessly weak banks will be liquidated 
by a Federal “conservator.” The ultimate intention is to 
force all good banks into the protecting arms of the Federal 
Reserve System. 


Chronic Weakness in American System 


No bank, unless it has virtually ceased to function as a 
bank, can avoid bankruptcy if its depositors lose faith in 
it, but American banks are so tarred with a record of 
33 1/3 per cent of failures in ten years that there is always 
a chronic popular presumption against all but the reputedly 
strongest, and even they are affected in such shaky times 
as the present. Why is this? 

In an article in this 
Magazine of January 7, 








open have been publicly 
announced. More impor- 
tant, within this week we 


last, the answer was given 
in the concisest possible 


have received clear indica- 
tions as to the broader 
outlines of future govern- 
mental policy as regards 
bank reform and rehabili- 
tation. Within this week 
hope has replaced fear, 
and the tangible and 
visible reconstruction of 
the banking system has be- 
gun to pick up momen- 
tum. 

The emergency Federal 
legislation of March 9 
makes the President vir- 
tually a dictator over all 
banks. His program, while 
maintaining an embargo 
on gold as well as close 
restrictions on domestic 
hoarding, contemplates 
keeping the nation essen- 


Salient Banking Situation Statistics 


(000,000’s omitted in all money items) 





No. Bank Suspensions 1921-33* ............0eeeeecceeeeceee 11,138 
No. Bank Suspensions since 1929 to March 1, 1933........... 5,496 
Amount of Deposits in Suspended Banks .......-..........+ $5,216 
OOS UMS BE PUG NE. asics T occ bck odectadscgesdecceuss 19,163 
BS ES PSE ETA PPE PEELE TERT CPE 6,150 
WU ON, TORR skh isis feo ki e cheese veeseveeccccens 10,455 
State Loan & Trust Co’s ..............ee cence reer e yr re 1,235 
Ne NIN oo c5 Boca yb kcln ds saessciusweneaeadt Keweees ee 502 
PRUNE TWH ov eecic pet ccccrecccccseccvesccses sens das 594 
UIE Cs cold csc ycsecas ccc cdeteecdoeces + euanteaetes 227 
oe ae Cee ere chee $57,245 
Resources State Bank & Trust Co’s ........0.sseeeteeeeeeee 22,597 
WESGGUTUOR TRCIOMAT WARES: osc nce svcsevcesvccecsccdccsvess 22,367 
Total Deposits all Banks (including 11 billions in savings 

EET 44s ov CEKG s Maken Gs bss cas Paabens + Sabha te wast ee 45,390 
Resources Fed, Reserve Member Banks (all National Banks 

EID iN coc ch aieioosw sve Sgbenetie geass pekweanbns 35,911 
A a Te I Oe IN in vc anise cecdedcccctoswcaboenntdacees 3,798 
All U. GB. MOMOP 16 WOOD oii ccc ccc dew sicsvccccccsvioscnce 9,004 
Money in Circulation (outside Treasury and Reserve Banks) 

BIOG  iswacdkah odds da cbes danse? ccccndpoeredesensssdcceuens 1,829 
Ditto June, 1982 ......... eee e eee cece cece eee ete teret tenes 4,921 
SENG SUN 0s UD cra dh pics nd ned soe eecbee csinkstenccnaes 6,720 


* Two months. 


form. In response to the 
question, “Why do we 
have sO many unsound 
banks in the United 
States?” the article said: 

“There are many rea- 
sons, but one of them, and 
an appalling one, is found 
in what Acting Comptrol- 
ler of the Currency Awalt 
calls in his annual re- 
port: 

“*A competition of lax- 
ity existing in the Ameri- 
can banking system.’ 

“That is about equiva- 
lent to saying: A wide- 
spread rivalry to fail. 

“Forty-eight state bank- 
ing systems are in com- 
petition with each other 
and the National Banking 




















tially on a gold basis. It 





System.” 








The very existence of the 





involves also the issuance 
of a substantial volume of 
Federal Reserve Bank Notes, a type of currency not to be 
confused with the familiar Federal Reserve Note. It can 
be issued by Reserve banks against deposit by member 
banks of United States Government obligations, which are 
to be accepted at 100 per cent, or against deposit of other 
sound collateral on a 90 per cent basis, without reference 
to the 40 per cent gold requirement in Federal Reserve 
Notes. The purpose of this money is to provide a sub- 
stitute for liquid bank deposits in the immediate emergency. 
It is not in any real sense a currency inflation and will be 
gradually retired with a return of normal banking con- 
ditions. 

The machinery set in motion by the new emergency 
legislation will permit the early reopening of sound banks 
on a basis which will carry assurance that, once open, they 
will stay open. No Federal Reserve member bank will 
reopen without a license from the Treasury. Non-member 
banks will be licensed to reopen by state authorities. In 
either case such license will be granted only after determina- 
tion that the bank is sound. As this is written, application 
for such licenses ate flooding Washington and ten expert 
examiners of the New York Clearing House Association 
“4 been “loaned” to the Treasury to aid in handling the 

In effect, there are three classes of banks, the first to be 
reopened promptly. Second class banks will be opened 
later on a partial basis designed to segregate liquid from 
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Federal Reserve System 
depended on keeping, or getting, banks under Federal 
charters: for the state banks were prone to keep out of all 
Federal limitations and the national banks (compulsory 
members of the Federal Reserve) were continuously 
tempted to relinquish their Federal charters and take the 
more liberal and more lucrative charters offered by the 
states. From time to time national requirements were 
loosened or, at least, broadened. But at one time in the 
booming twenties it looked as if the state banks would 
overtower the national banks and leave the Federal Reserve 
system with the little end of the banking resources of the 
country. A state bank could be started with a nominal 
capital of $10,000, and a National bank with $25,000. Some 
of the state banks could do about anything in the profes- 
sions or trades short of medicine and the ministry, and 
often the state authority to control or supervise was weak, 
narrow, or both—and incompetent. While national regu- 
lations and supervision were usually more vigorous and 
insistent than those of the states, and also more competent 
on the whole—they were narrowly limited. For example, 
the examiners of the Comptroller of the Currency might 
find an unsound condition or a dangerous policy being fol- 
lowed by a certain bank, but so long as the bank observed 
the letter of the law the examiners could do nothing more 
effective than to advise and admonish. The writer knows 
of two or three instances in which the officers and directors 
of banks who had spurned such extra-legal assistance were 
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within a short time afterwards begging the Comptroller to 
stretch the limits of his authority to save them from the 
merited fate of which they had been warned. 

The result of the competition in laxity was that the end 
of the big time found almost all the banks, of whatever 
description, overextended even for a small measure of busi- 
ness recession and profit. As the depression progressed 
more and more of their assets crystallized. Consequently, 
instead of being a rock of business support 
they became a positive weakness to the 





banks have just naturally dried up and blown away. Others 
sought sustenance by outre methods, and died the death, 
Still others have kept themselves sound, if poor; but too 
often have been of negligible utility. The larger unit bank 
in a larger community and catering to more diversified 
business interests has had a better chance. It must not be 
overlooked in our critique that we have a number of the 
largest and strongest banks in the world, with no branches 
except within the corporate limits of their 
home town. There are such impregnable 





business fabric, the worthy and sound 
patron being closed out or thrown out 
along with the foundlings of the boom era. 
Presently they died in swathes as their 
cash and liquid assets ran out and the de- 
positors rushed in. 

In the progress of the golden years a 
favorite form of bank laxity was the vir- 
tual entrance of many banks into the 
whole field of business, through affiliated 
companies, companies usually created for 
the purpose of putting banks into business 
activities that they could not directly un- 
dertake. Nor should it be said that this 
affiliation was wholly the product of 
inordinate ambition or greed. As the fat 
years waxed, many strong corporations be- 
came independent of all but mechanical 








institutions in every region of the country 
—monuments to banking ability, fidelity 
and integrity. Had the jealous state and 
national laws permitted, these banks 
would today be the mother banks of thou- 
sands of branches that would have taken 
over or replaced many if not most of the 
smaller independent banks. Nor should 
it be overlooked that the group banking 
plan, whereby a big bank acquires a con- 
trolling interest, through a holding com- 
pany, in a string of smaller banks, has in 
a degree attained the merits of the branch- 
banking system without the name. But, 
in a generalization, the United States has 
20,000 banks, each paddling its own canoe 
in an increasingly stormy sea. Such a 
swarm of banks is difficult to co-ordinate 








banking service. Equity securities mopped 
up bank loans, and for some of them there 
was not even need for brief periodical resort to the banks 
for loans. Being forced out of legitimate banking the banks 
with coffers full of deposits and liquid capital, quite 
naturally muscled into business. Commercial banks beat 
the devil around the bush and became indistinguishable 
from investment banks. From being investment counsel 
they not infrequently became investment merchants, with 
little more regard for the customer's interest than an auto- 
mobile salesman has for a prospect upon whom he is intent 
to hang a new bauble of a sports car. Testimony before 
the Senate Committee on Banking and Currency has re- 
vealed how largely and generally even the highest grade 
banks were affected by the delusion of grandeur and the 
treason to duty that marked the national orgy of expansion. 

When the Glass Bill was first introduced there was a 
loud outcry in banking ranks against its repression of affili- 
ates, but sentiment has changed. Only the other day the 
chairman of the Chase National Bank declared not only 
for the abolition of affiliates, but would even clip the wings 
of financial concentration by denying the right of receiving 
deposits to private banking houses engaged in investment 
flotations, and keep them from representation on the boards 
of commercial banks. 


Why Branch Banking Is Needed 


But besides the fashionable and competitive errancies of 
the “new era” the American banking system or non-system 
was the victim of the inherent and legally compelled isola- 
tion or smallness. We have, and the law compels us to 
have, about the only independent-unit banking institutions 
in the world. Despite the decimation of the famine years 
we still have some *wenty thousand corporately independent 
institutions doing a commercial ing business. 

Great Britain has five banks that do about all the busi- 
ness; Canada has ten; France has larger numbers but a 
handful of branch-banks do the bulk of the business, and 
so with Germany and the rest of the world generally. 

The small unit bank generally has a hard job to kee 


alive in its limited and undiversified field, and many suc 
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and hard to control, even if each were 
immortal. 

The weakness of the American banking aggregate have 
been long recognized, but improvement has been blocked 
by jealousy of local rights, by a justifiable fear of absentee 
banking monopoly, and the dual system of bank charters 
and, consequently, the divided and inco-ordinate control 
and supervision. 

For several years Senator Carter Glass, one of the authors 
of the Federal Reserve System, has been working on bank 
reform and his bill to that end actually passed the Senate 
in the last session of the last Congress but was deliberately 
buried in committee in the House. It deals correctively 
with the problem so far as Federal legislation can, or 
judiciously may, by altering the laws relating to national 
banks and the Federal Reserve System, preaching through 
the latter state banks so far as they are members of the 
Federal Reserve. Among other things, it authorizes branch 
national banks within state boundaries, wherever state banks 
have the branch privilege, increases minimum capital, curbs 
holding and other affiliates and looks to the eventual aboli- 
tion of investment banking affiliates and their like, closely 
limits the utilization of bank funds for speculative pur’ 
poses, pulls the banks out of investment banking, tightens 
the grip of the Federal Reserve on its members, restrains 
foreign credit operations of the Reserve Banks and 
strengthens the authority of the Comptroller of the Cur 
rency. The Glass Bill introduces the new feature of a 
Federal Liquidating Corporation as an adjunct of the Fed- 
eral Reserve System in expeditiously and economically 
winding up the affairs of defunct member banks, whether 
under state or national charters. 


A Crazy-Quilt of Ideas 


It is expected that the Glass Bill will be the pattern of 
whatever c reforms may be enacted by Congress, but 
the present crisis has brought up many alien proposals. 
One is a permanent system of guaranteeing deposits; others 
would virtually socialize the whole banking business, some 
would seek to abolish state banks, others would compel 

(Please turn to page 602) 
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Will Silver Be Remonetized? 






What Would Be the Effect of “Controlled” Infla- 
tion by Means of Silver as Currently Proposed? 


By Gerorce E. ANDERSON 


HATEVER hopes may have been entertained by 
friends of silver that bimetallism as an inter- 
national policy would follow the world economic 

conference, were effectually dissipated as a result of the 
Imperial Economic Conference at Ottawa last August. 
Great Britain put her foot down hard on the proposition 
and that ended the matter. Without Great Britain any 
international bimetallic policy is impossible. Likewise, 
whatever hopes there may have been that the United States 
would adopt a bimetallic standard as a national policy these, 
too, have been dissipated by the Senate’s decisive defeat 
of the Wheeler bill. Whether the trilogy will be com- 
pleted by the defeat in the new Congress of the Somers 
proposal for the purchase of $250,000,000 worth of silver 
bullion against which silver certificates would be issued re- 
mains to be seen. Certainly there is nothing in the attitude 
of the business world toward it which promises passage. 


In France and Germany 


Nevertheless, although silver’s day in court has been 
rather disastrous, it has had material assistance from gold 
standard countries,—not because of a love of silver but 
because of a special regard for gold. The outstanding ex- 
ample has been Germany. For the purpose of reducing 
the strain upon the gold reserve of the Reischsbank the 
Gurman government between July, 1931, and August, 
1932, substituted silver coinage to the amount of 600,000,- 


000 marks for ten mark notes outstanding. The notes were 


supported by gold. The silver coinage has no gold support. 
The policy thus released 180,000,000 marks in gold or 240,- 
000,000 marks in gold exchange. In the process Germany 
absorbed about 58,000,000 


1928. The object of the French policy is to improve the 
balance sheet of the Bank of France by replacing gold 
backed notes with silver. Turkey and Jugoslavia have 
adopted the same policy for the same purpose. In short, 
in important countries in Europe on the gold standard and 
in other parts of the world nominally on the gold standard 
the use of silver in coinage is increasing as a means of re- 
lieving the strain on gold. 


“Doing Something for Silver” 


Failing bimetallism, legislation for the increased use of 
silver in the United States is directed toward a different 
purpose. Primarily it is urged by a comparatively small 
group of legislators from silver producing states to “do 
something for silver,”"—to raise the price of the metal by 
increasing its use as money with the incidental idea of a 
limited degree of inflation of the currency. The Somers 
bill is the present concrete embodiment of this idea. It 
proposes to spend $250,000,000 in the purchase of silver 
bullion at the rate of not to exceed 40,000,000 ounces a 
month. It fixes a price of forty cents an ounce for the 
first three months, fifty cents an ounce for the second three 
months, sixty cents an ounce for the third three months 
after which, if silver had not been stabilized at that time 
at seventy-five cents an ounce, the Treasury would 
gradually work up the price until it was stabilized at that 
price. Under this schedule and at the prices indicated the 
Treasury would be enabled to buy 453,330,000 fine ounces 
of silver which would be the equivalent of a little over 
590,000,000 silver dollars which would make their appear- 
ance in the form of silver certificates. 

It is a specious plan for sev- 





eral reasons. By expending 





ounces of fine silver,—quite a = 
boost for the white metal. 
France is following a similar 
policy. By the law of 1928 
stabilizing the franc the French 
government was to coin silver 
to replace 3,000,000,000 francs 1. 


outstanding in small paper country. 
money. The program was to 2. 
be completed by the end of state. 


a lags — pita 
000 francs ha een 
coined by that time the limit million dollars. 

was extended a year and coin- 4. Place additional 
age is now going on. All this 
coinage, however, is out of 
stocks of silver held by the 
French government as the 
product of the demonetization 
of its old silver currency in 


for MARCH 18, 1933 


sooner or later. 


Purchase of 453 million ounces of silver by 
the U. S. Government in accordance with the 
recent proposal in Congress would: 


Provide material aid to silver producers in this 
Increase purchasing power of silver producing 
3. Inflate the currency to the extent of about 600 


strain on our gold stock 
through increasing the amount of currency 
without gold backing, which, under our currency 
law, would necessarily be redeemable in gold 


——— TT 


$250,000,000 the Government 
would get silver currency in 
the amount of $590,000,000, 
—a profit of 113 per cent. 
The withdrawal of 453 mil- 
lion ounces of fine silver from 
world markets at advanced 
prices would undoubtedly in- 
crease the price of silver pro- 
portionately, possibly to the 
level indicated in the proposal. 
This would be of material aid 
to silver producers and this aid 
would be reflected in increased 
buying power in silver produc- 
ing states, possibly to some ex- 
tent in silver producing coun- 
tries. It would furnish nearly 

(Please turn to page 598) 
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Extraordinary Powers for the 
President 


We Wanted Action — And We Get It 





N PRESIDENT ROOSE- 





VELT’S brief and forceful 

inaugural address, in his 
fast following action on the 
banking crisis and in his un- 
equivocal demand for virtually 
dictatorial authority to apply 
the executive knife to swollen 
Federal expenditures—particu- 
larly as regards Federal salaries 
and veterans’ benefits — we 
glimpse the fulfillment of the 
heralded “New Deal.” 

In welcome contrast with 
the dawdling inaction of the 
“Iame-duck” days of the pre- 
vious administration, the key- 
note at Washington now is ac- 
tion—action prompt and de- 
cisive. That we have it is in 


Roosevelt Tells Congress: 


“For three long years the Federal Govern- 
ment has been on the road toward bankruptcy.” 


“Too often in recent history liberal govern- 
ments have been wrecked on rocks of loose 
fiscal policy.” **** “It is too late for a leisurely 
approach to this problem.” **** “We must 
move with a direct and resolute purpose now.” 


“I am therefore assuming that you and I 
are in complete agreement as to the urgent 
necessity, and my constitutional duty is to ad- 
vise you as to the methods for obtaining drastic 
retrenchment at this time.” 


— trary, it is a reassuring re- 
minder of the elasticity of our 
system. 

Nothing that Mr. Roosevelt 
has yet done bears a higher 
stamp of courage than his de- 
mand that Congress place 
upon him the pital 22d 
of dictating drastic retrench- 
ment in Federal spending, in 
order that the current budget 
be balanced and the national 
credit restored. Over-riding 
selfish lobbies heretofore pow- 
erful enough to awe Congress, 
he proposes with his own hand 
to apply the knife to extrava- 
gant and unjust grants to vet- 
erans uninjured in war and 
to force upon Federal em- 





large measure due to Mr. 


ployees salary reductions more 





Roosevelt's personal qualities of 

character, intelligence, energy, initiative and political skill. 
We join in the widespread popular acclaim of these quali- 
ties, but there is another factor involved. 

It is the President's good fortune that a national crisis 
of the gravest nature has brought to his overwhelming 
party control of Congress the support of a glowing pa- 
triotism that puts a united nation behind him. Not since 
the war has there been such a compelling fusion of national 
interest to overwhelm the bickerings of partisanship and 
sectionalism. 

“The people have registered a mandate that they want 
direct, vigorous action. They have asked for discipline 
and direction under leadership.” 

In the first ten days of the new regime they have had 
it aplenty. In the entire history of the American dem- 
ocracy, even in time of war, it is to be doubted that a 
President has ever had such complete and extreme author- 
ity placed in his hands. Temporarily, at least, it is an 
authority approaching that of a dictator, for certainly noth- 
ing less than a dictator can at a word close or open the 
banks of the country and otherwise assume the direction 
of fiscal policies which previously had been left to the 
agonizing delays and debates of Congress. 

In other times and under other circumstances it would 
be necessary to view with no small alarm the imposition 
of such power in the hands of one man. It is an authority, 
however, which has been granted willingly and hopefully 
by overwhelming mandate of the people. It is also an au- 
thority which depends upon continued support of public 
opinion. That it can be established so quickly and func- 
tion so promptly is in no sense a reflection of weakness 


in our system of representative government. On the con- 
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in accord with the general 
shrinkage of national income. The proposed 15-per-cent 
cut in the Federal payroll is far less than most individuals 
in private industry have suffered during the depression and 
is amply compensated for by the reduced cost of living. 

Many of the conservative will view with distrust strong 
leadership dedicated to “the forgotten man.” We do not. 
We see no demagogism in the forthright statement that 
business leadership has failed the nation. It has; we all 
know it has. And it has failed, as the President says, 
through both stubbornness and incompetence. The years 
that built mushroom fortunes did not evolve great leaders 
in the business world. 

The financial and business world must make up its mind 
that the new power in Washington is not going to shape 
its policies from the selfish Wall Street point of view. It 
may offend our pride—the pride of that national economic 
composite that we call Wall Street—that the Street is not, 
for a time at least, to dominate the nation. We may 
fear with justice that the spirit of revolt against the old 
orthodox business leadership of the nation will lead to some 
fantastic and destructive legislation. But we are inclined 
to believe and hope that the new leadership and the new 
followship will on the whole pull us out of our difficulties 
as promptly and as much as political instrumentalities can 
do it. We believe, too, that whatever it undertakes that 
is genuinely in the interests of the patient, long-suffering 
oncigaag people will be in the best interests of Wall 
_ But whatever may impend, we have for the moment the 
inspiring thrill of action. Perhaps the future may not 
be tosy but it will not find us longer drowsing with the 
enemy at the gate. We are on our way! 


THE MAGAZINE OF WALL STREET 











arose 
ing. 
and 
in be 
agin} 
It is 
integ 
to cl 
struc 
man 
towe 
but 
bank 
busi 
the 
Har: 
of t 
banl 
B 
conf 
it { 
abu: 
vest! 
latin 


fina 


yea: 


wai 
sur 
tim 
wo! 
to | 
ent 
anc 


pric 
197 





our 


evelt 
gher 
; de- 
lace 
ility 
nch- 
, in 
Iget 
onal 
ling 
Ow’ 


’ 
and 
va- 
Jet: 


and 


ore 
ral 
ent 
als 
nd 


ng 
ot. 
rat 
all 


ys, 


id 
De 
It 
ic 
t, 
Ly 


le 


aS rt we An = 


<v 











The Banks Go Back to Banking 


crisis was not based entirely on apprehension concern- 

ing the financial strength of the country nor even on 

the solvency of banking institutions, In no small measure it 
arose from shaken confidence in men highly placed in bank- 
ing. The disclosures of the Senate investigating committee 
and the implications they carried were destructive of trust 
in banking leadership. It is, therefore, particularly eneour- 
aging to see definite measures of reform coming to light. 
It is heartening to see individual bankers of courage and 
integrity take over the reins and to witness a genuine will 
to clean house. It is our view that the forceful and con- 
structive recommendations of Winthrop W. Aldrich, chair- 
man of the board of the.Chase National Bank will go far 
toward re-establishing public faith not only in his own, 
but in other institutions. He would, in a word, send the 
banks back to banking and take them out of the security 
business. He begins with his own institution by announcing 
the early segregation of the bank’s security affiliate Chase 
Harris Forbes Corp. This plan following close on the heels 
of the divorce of the National City Co. from the parent 
bank is unquestionably the death knell of all such affiliates. 
But Mr. Aldrich would go even further in his desire to 
confine commercial banking to its own province and free 
it from any extraneous domination, Recognizing the 
abuses that arise from even an indirect connection with in- 
vestment banking and frowning on all semblance of specu- 
lative tendencies he suggests that no partner of a private 


Tes widespread fear which precipitated the banking 


banking firm be permitted to be an officer or director in a 
commercial bank. Nor, conversely, would he allow any 
commercial bank official to be connected with a private 
banking. 

Apart from the meritorious general principle here laid 
down, this latter proposal is open to the interpretation of a 
definite attempt of the Rockefeller interests which control 
Chase Bank, to sever connections between commercial 
banking and any investment banking interests now asso- 
ciated with it. Prominent in this category of course is the 
house of Morgan, which for more than thirty years have 

layed a dominant part in the financial life of the country. 
t will be recalled that so great was the power and influence 
of this firm, and so commanding the position of the elder 
Morgan that on two occasions of financial crisis earlier in 
the present century he came to the rescue of the nation 
virtually as a financial dictator. The force of this great 
ersonality has not, however, come down to present times, 
hile the firm is still of the first rank in world banking 
it has not displayed the leadership of bygone days, Its 
connections with commercial banking are challenged by the 
powerful Chase group. 

Regardless of these interpretations and the struggle 
which they suggest, the program of segregation of banking 
interests is a favorable and heartening omen. Signs of 
promised betterment remove much of the pain of disaster, 
Certainly we can rely on the present Congress, to follow 
the lead in what has been suggested. 


Now Is the Time for Adjustment 


HEN a sane individual finds himself on the wrong 
road he promptly changes direction. In seeking to 
combat the force of depression the political and 

financial leadership of this country spent more than three 
years on the wrong road. It refused to face the facts. It 
stuck its head in the sand, 
waited in fatuous hope, as- 
sured the public from time to 
time that the battle had been 
won. Crisis after crisis failed 
to spur it into any more coher- 
ent action than to devise hasty 
and shallow expedients. Its 
guiding principle was that the 
price and debt level of the 1921- 
1929 period was essentially 
sound and normal and that re- 
covery would eventually come 
ina return to that level, Dur- 
ing all of this period deflation 
of boom excesses and distortions 
was inexorably forcing us to- 
ward something like pre-war 
Price standards, regardless of all 
Opposition. In the recent bank- 
ing collapse, in the prevailing 
low commodity prices and in the 
Present stagnation of business 
we have proof of the failure of 

previous expedients. The 
public is now fully aware that 
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no benefit was derived from the vast “reflation” credit 

policy of the Federal Reserve or from the heavy ex- 

penditures of the Reconstruction Finance Corporation 

in attempting to patch up weak banks and railroads. 
(Please turn to page 602) 
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WasuinctTon, D. C., March 6, 1933. 
Dear Perry: 

I feel kind of ashamed of myself. The nation is swept 
by the worst money panic in a hundred years. The mail 
brings me back unhonored checks, all the banks everywhere 

' are more or less out of functioning either by 
necessity or by governmental intervention. 
And now the President, after closing all the 
banks that weren't already closed, has called 
Congress in special session to reopen them! 

But “I've got five dollars” and am calm and 
content for the first time in weeks. The rea- 
son, I suppose, is a-feeling that the end has 
come and that there is no way but back. The 
fearful thing having happened, fear has been 
dissipated. Everybody now leaves everybody 
else to do the worrying, with the result 
that nobody really worries—thus demon- 
strating the artificial nature of our trouble, 
for we are all eating, at least as much as 
we were. My guess is that we shall re- 
bound so quickly from the final show down 
that the impetus will send us along toward 
ultimate recovery much more rapidly than 
as if we had somehow maneuvered ourselves 

away from the crisis. The way 250,- 

000 people here for the inauguration 

found some way to meet the individual 

problems and get home without sufficient 
money was an eye-opener as to what can 
be done when jit has to be done. We 
have reached the national 
has-to-be-done moment; it 
will be done. 

The new deal is 
here. The canned 
speech stuff goes no 
more. But the in- 
auguration _broad- 
casted didn’t know 
it. Fifty thousand 
silent, impassive peo- 
ple, heard the loud- 
speakers describing 
themselves as wav- 
ing hats and hand- 
kerchiefs and cheer- 
ing wildly at the in- 
auguration ceremo- 
nies when, in fact, 
they. were dumb and 
still. Never in our 
time was there such 
a solemn audience at 
the installation of a 
President. Even the 































Intimate Letters of a 


& His New 


new President left off his habitual air of easy preparedness 
for anything. 
I'm serious, myself, Perry; I feel the new deal in my 
bones. It’s not only a new deal, with a new dealer, but 
the delegated players are new. All the old bogeys are 
deflated. 
What I mean is something like this: Wall Street, 


in the collective national sense, is not to be deferentially § 


consulted any longer. What the big bankers say or think, 
except in a purely expert and technical way, is no longer 
to be the law. After recent revelations of incompetency, 
or worse, they are reputationally bankrupt. They, them- 
selves, pulled down the pillars of confidence they so smugly 
advocated. After this, so far as government can bring it 
about, Wall Street must prosper with the nation, not the 
nation with Wall Street. The dog is going to wag the 
tail. And the tail seems in a cordial mood to be wagged 
instead of to wag. 

A big speculator I know has been on the long side for 
several weeks. I called him up to deride him over the 
phone when the clouds of gloom drove in from all over 
the nation yesterday. “Never made a better guess in my 
life,” he shot back. “I°ll be buying more when the stock ex- 
changes reopen, and mark my words, I will be with the 
trend and no longer ahead of it. I wouldn't be sacrilegious, 
on the contrary, but when a new President goes to church 
— he goes to take the oath I feel better about my 

e. 

The President said in his inaugural address that he was 
for sound money accompanied with adequate currency. 
Even while he was talking the great bank-note presses in 
the Bureau of Printing and Engraving were thundering out 
Federal Reserve notes and National Bank notes by the 
tens of millions. 

The coincidence means this to me: That more money does 
not necessarily mean inflation. If the banks or the loan 
demands of business do not give us sufficient credit money 
then we must have more cash money. As the banks close 
down the money presses open up. Today—in the hoarding 
panic—money is mostly a previous commodity, a compact 
means of storing wealth. So soon as cash money is made 
plentiful again the hoarders will find that their diamonds 
are not the jewels they once were; back to the banks will 
go the hoards and out will come the credit money. Bank- 
less nations, or chronically hoarding nations like France, 
require“an enormous amount of cash in proportion to the 
volume of business transacted. So, Perry, don’t worry if 
a billion or so of cheap money is thrust out, while the gold 
standard is maintained and budgets are balanced. It will 
just be some monetary homeopathy—cure hoarding by giv 
ing it all it wants, and more. 

Oh, by the way, Perry, although the crowds at the 
Capitol were glum, on Pennsylvania avenue roared 
themselves hoarse at the antics of the gorgeous drum: 
majors of '74 bands. . . .At night the “speaks” were packed 
with law-violating crowds drinking to more laws. . . - 
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ai Washington Journatst 


York Broker 


Kipling had us right: his “American Spirit” says of the 
Yankee— 


Enslaved, illogical, elate, 

He greets the embarrassed Gods, nor fears 
To shake the iron hand of Fate 

Or match with Destiny for beers 


Lo! imperturbable he rules, 
Unkempt, disreputable, vast— 
And, in the teeth of all the schools 
I—I shall save him at the last! 


Perry, you of the cynic, acrid mirth, forgive my mo- 
mentary gravity—but we are in the last line of the Great 
Economic Defense—soon we shall go forward, including 
brokers and even their customers. 

Yours for the happy days, 
Don. 


MARCH 9, 1933. 
Dear Don: 

I was very glad to receive your letter of the 5th and to 
get the slant of what is going on in Washington. I will 
now proceed to tell you some of the things that are going 
on in New York. , 

Today established a new high for all time in the volume 
of conversation in Wall Street. I have just had lunch at 
the Bankers’ Club and for the first time in two years, it 
was difficult to get a table in any of their several dining 
rooms. People were sitting around talking about currency, 
inflation, guaranty of bank deposits, gold hoarding, foreign 
exchange, commodity price advances, and all the rest of it. 
I venture to say that most of them did not really know what 
they were talking about. Furthermore they could eat on 
their house charge account. 

Since I wrote you a few weeks ago, we have had more 
chills and fever, more dramatized events and more sleepless 
nights than at any time since the fall of 1929. Even the 
poor newspaper reporters have had to stay up until three 
and four in the morning, waiting for bankers to come out 
of conferences and then getting very little meat on which 
to write a story. : 

Personally, I agree with you that everything is happening 
for the best. I am a great believer in the significance of mob 
psychology. That is to say, I am a great believer in mob 
psychology being 100 per cent wrong. In 1929, the boot- 
black, the manicurist, the shop-keeper and everybody else 
who never knew anything about speculation, all were con- 
verting dollars into things, principally stocks. That they 
were 100 per cent wrong, financial history tells us. Back 
in 1919, everybody was trying to convert dollars into com- 
modities and the mob was wrong then. During the past 
three years and particularly during the past few months, 
the mob has been trying to convert things into dollars and 
hoarding these dollars, either in gold, currency or Govern- 































ment bonds. The mob will turn out to be just as wrong 
as it has always been. It is my opinion that commodities 
and stocks will go up while the mob clutches on to its cur- 
rency. Later on when the mob-has been wrong again it 
will begin to come back into the market when stocks and 
goods are very much higher. 
If the mobs were not always wrong, the es 
fellows that run Monte Carlo and the book- 
makers at the race track would never make 
a living. If the mobs were not wrong, you 
would not see the biggest volume in stock 
trading at the top and at the bottom. 

Only last week, I had another example 
of how wrong mob psychology can be. A 
friend of mine from Germany told me how 
the masses suffered frightfully during the 
devaluation of the mark and how it came 
to a point where the wage earner was being 
paid daily instead of weekly and that daily 
he would have to go to his grocery store 
and deposit his pay to get his food,—other- 
wise it would cost so much more. Then 
came the Reichsmark and a new currency 
and for nine years German finances were 
orderly. Then came the summer of 1931, 
when the German financial position again 
reached a precarious state. Immediately the 
masses thought that another inflation was 
in process and they ran to the banks, 
taking out their money. They ran to 
the grocery stores, the department stores, 
the clothing stores, and converted 
their money into things. This time 
they were not going to be caught. 
But they were 
caught just as they 
have always been 
caught. Germany 
did not have an in- 
flation and after a 
while the people 
who bought their 
things looked very 
foolish. The savings 
banks reopened 
again, and the prices 
that they had paid 
for things reacted to 
where they were be- 
fore the mobs ran to 
the stores. 

I believe if you go 
on this principle 
you cannot be 

(Please turn to 


page 600) 








~ What to Look for in Rail Securities 


Possibilities in Roads That Can Survive Warrant 
Careful Study by Either Stock or Bond Buyer 


By M. Davi GouLp 


NLIKE most preceding major crises, the present 
period has been marked by relatively few railroad 
receiverships. To some extent this has been due 

to the intervention of the Reconstruction Finance Corpora- 
tion; to another large extent, to support by the banks and 
other powerful financial interests. At the same time, the 
financial position of many railroads has been seriously 
weakened, and, as the present banking and currency crisis 
shows, it is possible that some of the characteristic features 
of previous crises may merely have been postponed and 
not completely avoided. 

In addition, the recent report of the National Transpor- 
tation Committee and statements by such responsible rail- 
road leaders as L, F. Loree indicate the widespread view 
that what the railroads need is a rigorous cutting down— 
of mileage, facilities, and, most important of all from the 
investors’ point of view, of capitalization, readjustment of 
which will be greatly facilitated by the new bankruptcy law. 

How can we determine which are the weakest links in 
the railroad chain, which will be sacrificed first if such a 
general slashing of railroad investment and capitalization 
should take place, either as a result of conscious policy or 
involuntarily as a result of the crisis? 

No one can pretend to give in advance a dogmatic and 
exhaustive answer to this question. Whether a railroad 
is to go into receivership, followed by financial reorganiza- 
tion, or not, depends on a great many factors, including 
some that are extremely difficult if not impossible to predict, 
such as the immediate development of the general situation, 
the attitude of creditors and bondholders’ committees. The 
willingness of large interests to support a given road, the 
attitude of the Interstate Commerce Commission, etc. 


Applying the Tests 


On the other hand, it is possible to determine what are 
the basic factors in the situation of the railroad itself which 
tend to increase or minimize the danger of receivership and 
reorganization, and to apply certain specific tests to rail- 
road investments which will give a general idea of 
whether financial difficulties of the most acute kind are 
imminent, not in sight for some years to come, or highly 
unlikely. 

We must distinguish, of course, between the immediately 
operative factors and those which over a period of time 
tend to raise or lower a railroad’s credit. When a rail- 
road is unable to meet its obligations, it is liable to drastic 
financial action by the creditors. On the other hand, if 
the long-term outlook is good and earnings are not too 
bad, new credit is more readily forthcoming and old 
creditors are more willing to refrain from the immediate 
enforcement of their claims. 

With this in mind, we have analyzed the situation of 
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the most important railroads of the country from an 
investment standpoint, and classified them into three groups, 
or more exactly four. Six roads are already in receiver- 
ship—the Central of Georgia, Florida East Coast, Mobile & 
Ohio, St. Louis-‘San Francisco, Seaboard Air Line and 
Wabash. The future financial destinies of these roads are 
already in the hands of the security-holders’ committees, 
the courts, and the I. C. C. 

Of the remainder, Group I consists of those roads 
which are in the strongest position to ride through 
the storm, even if it should extend over a period of years, 
without any great likelihood of drastic readjustment. In 
Group II are those roads which could stand up even under 
some further years of economic depression, but are not so 
well fortified as the former, and particularly whose long- 
term outlook is weakened by some unfavorable elements 
in the prospects of traffic or competition. Group III con- 
sists of those roads which are in a more or less vulnerable 
position even now, which might or might not go through 
the next year or two without the necessity of a surgical 
operation, but which for one reason or another would in 
our opinion have difficulty in withstanding a further pro- 
longation of the depression over a period of years. It is 
essential to stress the fact that the element of opinion and 
judgment, with all its liability to error from unknown and 
incalculable factors, is involved in any such study, at the 
same time as such judgments may be of service to the in- 
vestor in helping him decide his investment policies. 


Immediate Financial Factors 


Naturally, since the immediate cause of financial diffi- 
culty consists in the inability to meet immediate, even if 
relatively small, financial obligations, the current financial 
status of the roads has to be considered in the first instance. 
This involves the comparison of the current assets and 
current liabilities; where there is an excess of current assets, 
we have marked X, where there is a deficiency, D. The 
cash position alone is also an important factor; naturally, 
it must be considered in comparison with the size of the 
road and its outstanding capitalization; $5,000,000 is little 
for the Missouri Pacific, but $560,000 is substantial for the 
Bangor & Aroostook. 

Closely allied with this is the question of outstanding 
short-term liability. We have segregated the loans from 
the Reconstruction Finance Corporation and those to banks. 
The same caution as to the meaning of -a given amount in 
relation to size applies as in the case of cash. On the other 
hand, a road which has no loans of either type outstand- 
ing may be regarded in general as having untapped reserves 
of credit which may be called on in an emergency, if the 
general condition of the road is such that it is likely that 
such credit would be forthcoming. 
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Certain roads have substantial reserves of potential credit 
of a different kind. The Union Pacific, for example, has 
184 million dollars of unpledged securities in its treasury. 
The Southern Pacific has on hand many mortgage bonds of 
subsidiaries, available for sale or pledge in an emer- 


Tacky allied with the question of short-term liabilities 
is that of maturing funded obligations (including equipment 
trusts). In the tabulation we have shown these maturities 
for the year 1933 and for the total of the five years 1933 
to 1937 inclusive, to show how this affects the very im- 
mediate and the somewhat more distant outlook for each 
road. In the case of the Missouri Pacific, the most dan- 
gerous immediate factor is the maturity of $34,548,000 of 
River & Gulf 4s on May 1 of this year, aggravated by 
the fact that the road has capitalized about all of its past 
expenditures. The Rock Island is faced in 1934 with ma- 
turities amounting to $130,537,000, which account in part 
for the low classification which we have given it. 

The question of current earning power has an immediate 
relation to the credit standing of a road and consequently 
of its ability to ride through the storm. Nationally it is 
clear that present conditions are subnormal, and railroad 
earning power along with it. The fact that a company is 
not earning enough to meet its interest charges cannot be 
considered now, as it would have been in 1929, to mean 
that the road is in danger. Here the factor of judgment 
has to be applied; a road earning 60 to 75% of its interest 
charges may be on the 


which must be included in attempting to determine the 
outlook over the next few years. One of these, for 
example, is the question of railroad and banking affiliations 
which might be looked to for support. In the case of the 
St. Louis Southwestern, to take one instance, the fact that 
the Southern Pacific guarantees some of the bonds and 
the possibility of a merger of the two roads has been given 
weight in classifying the St. Louis Southwestern in 
Group II rather than in Group III. Obviously it is im- 
practicable to attempt to tabulate such factors or even to 
state exactly how much importance is to be assigned to 
them in every specific case. 

For the same reason, in classifying the roads, the long- 
term factors have been carefully weighed and considered, 
but have not been tabulated in the accompanying figures. 
They vary widely from road to road, and in fact constitute 
the essential difference between one road and another. 

Of basic importance is the long-term outlook for traffic; 
the finest road in the world is worthless if it cannot get 
sufficient traffic, and if it can, it has a powerful foundation 
for solving even the most embarrassing operating and finan- 
cial problems. In the case of the Chicago & Eastern 
Illinois, for instance, a substantial part of the traffic consists 
of coal from Southern Illinois and Indiana. This coal is 
low-grade, unsuitable for coke-making, and has great diffi- 
culty in competing in a big market even as close as Chicago, 
in spite of the advantages of large-scale production and 

(Please turn to page 601) 








whole in reasonably 
satisfactory condition, 
if other factors—finan- 
cial position, maturities 


Group I Stronger Roads 


Maturities in millions 


trafic outlook, competi- 
tive position, etc.— 
are encouraging. On 
the other hand, a road 
earning only 20% of 
its charges must be con- 
sidered, even after mak- 
ing full allowance for 
the effects of the gen- 
eral business situation, 
as being in special dan- 
ger, unless of course 
some unusual condi- 
tions exist. 

The earnings given 
here are preliminary, 
but should not be sub- 
ject to much change 
when the final annual 
reports of the roads 
come out, except with 
regard to year-end ad- 
justments on certain 
accounts, such as main- 
tenance, and also the 
possibility of wide 
changes in non-operat- 
ing income. Certain 
toads in times of stress 
may draw heavy divi- 
dends from their sub- 
sidiaries, for instance, 
to boost their apparent 
earning power. 

course in each 
toad there are a host of 
special considerations 


for MARCH 18, 1933 


Name 


Atchison, Top, & 8S. Fe 
Atlantic Coast Line 
Bangor & Aroostook 
Chesapeake & Ohio 
Delaware & Hudson 
Kansas City Southern 
Louisville & Nashville 
Missouri-Kansas-Texas 
Norfolk & Western 
Northern Pacific 
Pennsylvania 

Reading 

Southern Pacific 
Texas & Pacific 

Union Pacific 

Western Maryland 
Wheeling & Lake Erie 


Baltimore & Ohio 

Boston & Maine 

Central R. BR. of N. J. ... 
Colorado & Southern 
Delaware, Lack. & W 
Denver & Rio Grande 


Gulf, Mobile & Northern... 


[llinois Central 

Lehigh Valley 

New York Central 

N. Y., N. H. & Hartford. 
N, ¥., Ont, & Western 
Pere Marquette 


Pittsburgh & W. Va. .....-. 
3t. Louis Southwestern .... é 


Southern Railway 
Western Pacific 


* Exclusive of $63,000,000 of 1983 maturities already paid off. 


Chicago & Eastern Illinois 
Chicago Great Western 


Chic., Mil., St. Paul & Pac. 
Chicago & North Western... 
Chicago, Rock Island & Pac. 


Missouri Pacific 


N. ¥., Chicago & St, Louis. 


Loans 


R. F. C. 


Cash (in 
millions 
of dollars) 
$22.5 

1,2 


Total 
to 1987 
$0.56 

16.8 
8.68 


Times Int. 


Current 
earned 1932 
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New Bankruptcy Law—A Step 
in the Right Direction 


Important Legislation Will Facilitate Debt 
Adjustment for Railroads and Individuals 


By Ronatp P. Hartwe tr 








eral bankruptcy legislation 

a step forward has been 
taken in the direction of sound 
adjustment of unsupportable ’ 
debts on an equitable basis. 
While the plan is cumbersome 
in some respects, incomplete in 
others and on the whole ex- 
perimental, it represents the 
first practical attempt to cope 
with unavoidable deflation on 
a realistic basis. If it is suc- 
cessful in its general objective 


ie the adoption of new Fed- 


start. 


Recent passage of the new bankruptcy act is 
a heartening development. 
those to whom the law applies be forced to 
give up every asset in order to make a fresh 
But the act is not all-inclusive. 
not yet permit debt adjustment to all. 
proves effective it should most certainly be 
broadened to cover all corporations. 


with Treasury credit —the 
question of whether it will 
prove a practical or adequate 
remedy for the more serious 
cases of burdensome obliga- 
tions remains to be proved. 

It is true that small minori- 
ties of bondholders in the past 
have been able to block or de- 
lay adjustment of debt, but 
there are two apparent uncer- 
tainties in the new plan also. 
First, there will very likely be 
an ultimate Supreme Court 


No longer will 


It does 
If it 








one of the chief obstacles to 
economic revival will be re- 
moved, and a base for renewed activity will be provided. 

This is not to say that debts of every kind will be scaled 
down with magical speed or that receiverships under the 
older Federal bankruptcy laws will disappear. In cases to 
which it is applicable, however, it will have the advantage 
of permitting an embarrassed debtor to retain at least some 
part of his assets and thus to “carry on,” whereas bank- 
ruptcies for individuals formerly have meant loss of all 
assets. 

The new measure is of especial significance to the not 
inconsiderable number of railroads which face the necessity 
of scaling down funded debts and fixed charges. It pro- 
vides that any railroad may file a voluntary petition of in- 
solvency with a Federal Court. A copy of the petition, 
which will include a suggested plan to modify the rights 
of creditors and stockholders, will go to the Interstate Com- 
merce Commission. The Court will appoint trustees who, 
under the direction of the Commission, will take charge 
of the management of the road, pending completion of the 
proceedings. 

After hearing the claims of creditors and stockholders, 
the Commission will supervise the reorganization plan; but 
no plan will be finally approved without being accepted 
in writing by two-thirds of the creditors and two-thirds 
of the stockholders. The Commission then will certify the 
plan to the Federal Court. Confirmation by the Court 
will discharge the debtor corporation from its debts to the 
extent agreed on under the plan. 

Low fees are provided, so that the cost of such an adjust- 
ment will be far less than that of receivership. While 
such a remedy is worth trying—and is certainly preferable 
to a continued blanket policy of supporting weak roads 
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test as to the Constitutionality 
of legislation under which a 
25 per cent minority of bondholders may claim their prop- 
erty rights have been violated. Second, even a 75 per cent 
majority agreement as to the apportionment of losses in 
volved in the scaling down of debts may by no means be 
easy to obtain, in view of the varying claims and rights of 
the different classes of security owners. Incidentally, there 
is nothing in the plan to facilitate adjustment of railroad 
wages. 

Because of various legal uncertainties, Congress failed to 
make provision in this legislation for any corporations other 
than railroads, thus excluding industrial and public utility 
companies, as well as merchandising companies and various 
others. It is believed, however, that in the new session 
the possibility of expanding the measure will be considered. 

An “individual” may file a voluntary petition with the 
Federal Court. Secured and unsecured creditors will be 
notified, an inventory of assets and liabilities will be taken 
and a custodian will be appointed. Creditors will be called 
in meeting to consider terms of adjustment or extension 
of debts, but it is worth noting that “second debts” cannot 
be impaired. That is, a mortgage debt or a-collateral loan 
could not be scaled down without voluntary assent of the 
creditor. The Federal Court will then accept or reject the 
terms agreed to by a majority of creditors. Claims of any 
character against the debtor or his property, including @ 
claim on future rent, are involved. - Here, again, there 
should be a practical advantage over receivership insofar 
as legal costs are concerned, but a disadvantage in that 
the method puts no pressure on secured creditors. 

As regards farm debts, Federal District Courts are 
authorized to appoint a referee or conciliation commissioner 

(Please turn to page 599) | 
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Bond Holdings Subject to Reconsideration 


Probabilities of Large Government Financing or Infla- 
tion Make Careful Review of Holdings Necessary 


T this writing the bond market 
is closed and the time of its re- 
opening is conjectural. It is to 

be doubted that a partial reopening 
of banks on an emergency basis will 
provide banking facilities adequate for 
the normal functioning of the invest- 
ment market. Accordingly, it would 
by no means be surprising if the re- 
sumption of trading in bonds proved 
to be a matter of weeks rather than of 
days. Moreover, it is possible that the 
market’s reopening may be accom- 
panied by certain restrictions, perhaps 
including temporary establishment of 
minimum prices on bonds. 

Regardless of the time of reopening, 
however, the recent startling develop- 
ments in the banking situation and the 
potential relationship of those develop- 
ments to Federal fiscal policy make it 
necessary at present that investors 
review their holdings and begin to 
consider whether a change of in- 
vestment policy is required. 

As has been previously pointed 
out in this publication, some degree 
of currency inflation normally begins 
when a national government reaches 
the end of its borrowing power. 
Prior to the recent national! collapse 
of public confidence in the present 

ing structure, it appeared logi- 
cal to assume that the United States 
Government had by no means ap- 
proached a limit on borrowing for 
Treasury needs at reasonable rates 
and that its policy of absorbing 
banking resources by sale of short- 
term obligations would continue. On 
this basis there no doubt could have 
another year or two of such 
trowing before the danger of in- 
flation became imminent. 

€ prospective financial policies 

of the Government, however, and 
their resultant relationship to bond 

ues have now been suddenly 
changed by the collapse of the bank- 
ing system, even though that collapse 
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can confidently be regarded as tem- 
porary and even though it is certain 
that a new and much stronger banking 
structure will ultimately be erected. 
Whatever the plan of banking rehabili- 
tation may be, some time probably will 
be required for it to become practically 
effective and for public confidence in 
it to be made secure. 

Meanwhile, the Government, with a 
continuing large deficit, is imperatively 
in need of funds and it appears incon- 
ceivable that it could borrow at satis- 
factory rates under present conditions. 
Accordingly, there is logical reason to 
expect that out of existing conditions 
at least a moderate currency inflation 
will come. 

. Neither in the debt and credit posi- 
tion of our Government—which is the 
chief factor determining inflationary 
policy—nor in the relative burden of 
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private debts is there any justification 
for an inflation of the radical degree 
experienced in Germany, France and 
Italy in the early post-war period. 
There being no apparent reason for 
more than a mild inflation here, its 
possible adverse effect upon bonds may 
easily be exaggerated. 

Because of the factors of human 
psychology involved, these possibilities 
cannot be estimated on any rational 
basis. Every market is given to at- 
tempted anticipation of probabilities, 
with the result that an initial change 
of sentiment may, and usually does, 
exaggerate the actualities. The pres- 
ent public interest in the mere possi- 
bility of inflation will probably influ- 
ence some private investors to liquidate 
bonds. It will influence others to re- 
frain from buying bonds. 

In a normal market, not too tightly 

bound by restrictions, this would 

probably mean a sagging tendency 
in good bonds. On the other hand, 
it is to be remembered that the vast 
bulk of outstanding bonds of high 
grade is held by savings banks, in- 
surance companies and other institu- 
tions. There are two reasons why 
heavy pressure from these sources is 
not to be expected. First, the sheer 
volume of bonds involved is too large 
to be effectively liquidated. Second, 
these institutions in the main are 
merely dealers in dollars, without 
obligation to adjust payments to 
variations in the value of the dollar. 

Indeed, in the normal course of their 

business they probably would con- 

tinue to be bond buyers. 

There is no reason to expect wide 
changes in prices of good bonds. 
What would visibly change would 
be the buying power of a sum of 
money invested in a bond or in the 
buying power of interest received. 
The extent to which such buying 
power would depreciate would in 

(Please turn to page 601) 
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relative merit of each is clearly indicated. For those 
who desire to employ their funds in fixed-incoming 
bearing securities, we usually “star” those which ap- 
pear to us the most desirable on an investment basis. 
But owing to the uncertainty, which has grown out 
of the banking crisis, we are not, at this time, recom- 
mending bond investment purchases. 

Inquiries concerning bonds should be directed to our 
Personal Service Department. 


praisals of active and important bonds is pre- 
sented in two parts. The sections alternate with 
appropiate alterations and additions, so that holders 
and prospective buyers of bonds may be constantly in- 
formed as to the effect of developments in the largest 
number of issues. 
It is naturally understood that all the issues men- 
tioned do not constitute recommendations, although the 





Railroads 


Total Amount Fixed Charges 

funded of this times earnedt Price 

debt issue ——“~———_,_ ———___"—_— Yield to 
date (mil’ns) 1981 1932E Mar. 4 Maturity 





Company 
COMMENT 





Atlantic Coast Line 
lst Cons. 4s, 196: 
Gen, Unif. “‘A’’ 4%s, 1964 
A. GC. L. BR. Louisville & Nashville 
Coll, Tr. 4s, 1962 


154 
154 


154 


51 
34 


35 


2 69 7.0 
2 51 9.4 
2 10.7 


Fairly well secured. 
Junior to 1st Cons, 4s. 


Secured by 596,700 shares of L. & N. RR. 
currently worth $26 a share. 





Baltimore & Ohio RB. RB 
ist 4s, 1948 


Ref, & Gen. ‘‘A’’ 5s, 

80-yr. Conv, 4%s, 1960 

Southwestern Div. 5s, 1950.. 

Pitts., L. E. & W. Va. Syst. Ref. 5 
Toledo-Oin. Div. lst & Ref. 4s, 1959 


157 


156 
63 
45 
53 
28 


6.4 
15.0 
10.8 
11.6 

8.5 


Loss of earning power and great size of 
issue depressing influences, 

Junior to 1st 4s, Hardly investment caliber, 

Unsecured. Speculative. 

Fairly well secured only, 

Medium grade. 

Entitled to no more than fair rating. 





oa org St. Paul & Pac. R. R. 
“A” 4s, 1989 


60-yr, “‘A’® Gs, 1976 .........-+.. eeeees 
Conv, Adj. 5s, 2000 


139 


106 
183 


9.6 


No more than fairly strong, though undis- 
turbed last reorganization. 

Junior to the large general mortgage. 

Thoroughly speculative, 





Chicago, Rock Island & Pacific 
Gen’l 4s, 1988 


Sec, “‘A’’ 4%s, 1952 
Ist & Ref. 4s, 4.1.34 ........... vodecee 


Conv, 4%s, 1 
Burl. C. Say & N. Cons. Ist 5s, 4.1.34. 


R. I. Arkansas & L. Ist 4%s, 3. 
St. P. & K, City 


1.34 31 
Short Line Ist 4%s, 1941 


99 
40 
163 


32 
19 


1l 


Current prices appear to discount any pos- 
sible disturbance in the event of re- 
ceivership. 

— by pledge $45 million Ist & Ref. 


Will probably require Government help to 
meet this maturity, 

Unsecured by mtge. Weak issue. 

Reasonably strong, but maturity may pre- 
sent difficulties, 

Trackage is comparatively unimportant. 

Must now be considered speculative. 





Kansas City Terminal ist 4s, 1960 


Guaranteed by 12 roads, Fm B ge 
Atchison, the Burlington and the U. 





— Valley R. R. 


Lehigh valley ay Ist 4%s, 40 
Lehigh Valley Term. Rly. Ist a. 41. 
___Lehigh Val. “Harbor Term. Rly. Ist 5s, 64 


Sound, well-secured issue. 

Junior to issue above. 

Speculative under present conditions, 
Medium grade. 

Pledged property is very valuable. 
Better grade, 





~“Missouri-Kansas-Texas R. R. 
Prior Lien ‘‘A’’ 5s, 1962 
Adjustment ‘‘A’’ 5s, 1967 
M., K. & T. Ist 4s, 1990 


Position of only fair security. 

Junior to issue above. 

Underlies issues above. Entitled fairly 
good rating. 





N. Y., N. H. & Hartford R, R. 
lst & Ref, 4%s, 1967 


+ aon ge 5° 4s, 1955 
Secured 1940 

Conv. Deb ’ 6s, 1948 

Deb. 48, 1957 

Central New England Ist 4s, 1961 


Harlem Riv. & Port Chester ist 4s, '64. 


2 @ 
coco o 


el s-l ol onl ool a ol 
—) 


cal salt yell al gl el _ 


Large debt equally secured with this issue. 
Medium grade, 

Secured under the Ist & Ref. mtge. 

Secured pledge $23 mil, Ist & Ref, 6s. 

Also secured under Ist & Ref, mtge. 

Unsecured by mortgage. Semi-speculative. 

Reasonably well secured. 

Better grade bond. 

Strong investment issue. 





Utilities 





Alabama Power 
Ist 5s, 1946 
lst lien & Ref. 5s, 1951 


Ist & Ref. 4%s. 1967 


105 91 
104%* 83 


101%* 66 


Better grade investment issue. 

Pledge of 1st 5s gives this issue virtually 
same security. 

$87 mil. 1st lien & Ref. 5s pledged under 
this issue. 





Appalachian Elec, Pwr. Ist & Ref. 5s, 1966 
el —_ of Pennsylvania Ist & Ref. 


Bell Te 
Brooklyn Edison Gen. ‘‘A’’ Bs, "1949. 
Brooklyn Union Gas Co. : 

ist Cons. 6s, 1945 . 
Ist & er “apy 5s, 1957.. 

Deb. 5s, 1950 


10444 * 82 
100 ’57 102 
105 101 
Nc 106 
107* 99 
105* 100 


Better grade holding. 


Impressive earnings record—high grade. 
High grade investment issue. 


An investment of the highest grade. 
Junior to issue above, but still high grade. 
Strong bond, tho unsecured by mtge. 








—— 
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Public Utilities (Continued) 


Total Amount Fixed Charges 
funded ofthis times earnedt Price 
Company debt issue Sa SF OX _ Field to COMMENT 
(mil’ns) (mil’ns) 1931 1982E Callt Mar. 4 Maturity 
Cincinnati Gas & Elec, Ist ‘‘A’’ 4s, 1968... 35 35 5.4 — 100 94 4.3 Columbia Gas controls—highest grade, 


Columbus Rly. Pwr. & Lt. 
lst & Ref. ‘‘A’”’ 4%s, 1957... 19 
Conv. 54s, 1942 se eeeeeeeese 5 
Commonwealth Edison Ist ‘‘F’’ 4s, 1981.. 175 
Con. Gas of New York 
Dab, Bilis THA oc. sicsccssessenescesce 340 
Westchester Lighting Ist 5s, 1960....... 22 9 
N. ¥. & Westchester Ltg. Gen. 4s, 2004.. 10 
Dayton Power & Light Ist & Ref. 5s, '41.. 19 
Detroit Edison Gen. & Ref. ‘“‘D”’ 4%s, 1961 134 


Duke-Price Power Ist 6s, 1966.. 36 








2.94 105* 85 5.6 Better grade investment issue. 
2.94 105* 98 5.8 Security similar to issue above. 


2.0A 105* 81 5.1 Strong investment issue. 


to! te 











3.7A 93 5.1 Unsecured obligation of a strong company, 
S.A 107 Highest class. 
3.7A 88 ; Junior to West. Lighting Ist 5s. 
ee 105 100 A Sound investment issue, 
2.1A 85 ¥ — off somewhat, but still strong 
ond, 
48 Considerable uncertainty attaches to the 
status of this issue. 
Better grade investment. 
Reasonably safe holding. 


High grade investment, 
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Idaho Power Ist 5s, 1947 13 
Indianapolis Power & Lt. Ist ‘‘A’”’ 5s, 1957 38 
Kansas City Power & Light Ist 4%s, 1961. 41 
Laclede Gas Light Co. 
Ref. & Ext. 58, 4.1.84 ....-ssccsecccee 20 
Ist Coll. & Ref, ‘‘C’’ 54s, 1953 23 





as Medium grade. 
103* Junior to issue above, tho $10 million Ref. 
& Ext, 5s pledged hereunder. 
105* 80 \ Reasonably sound. Recent earnings off. 


1071%4* x Sound investment issue. 


1.5 10334* - Only fairly strong. 
102* Medium grade. 
Represents large pruportion of total debt. 
Strong, well-secured issue. 
Gilt-edged, 
Reasonably good investment issue. 
Open mortgage. Better grade, 
ia Of good investment caliber, 
1.1 a None too strong holding co. obligation. 
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Louisiana Pwr. & Lt, Ist 5s, 1967 18 
Milwaukee Gas Light Ist 4%s, 1967 
Milwaukee Elec, Ry. & Light Ref. Ist 
(now Ist) 5s, 1961.. 
Minnesota Pwr. & Lt, Ist & Ref. 4%s, 1978 
Nevada-Cal, El, 1st Tr, 5s, 1956 
New England Power Ist 5s, 1951 
New England Tel. & Tel. 1st ‘‘B’’ 4%s, ’61 
N. Y. Power & Light Ist 4%s, 1967 
New York Steam Ist 5s, 1951 
Niagara, Lack, & Ont. Pr. lst & Ref. 5s, ’5h 
North Amer, Lt. & Pr. Deb. ‘‘A’’ 54%s, ’56 
Ohio Edison Co. 
1st & Cons. 5s, 1960 Cdoccccccce 
No. Ohio Pwr. & Lt. Gen, & Ref. 5%s, 
WOE) carvcversdgrccverescdecooosesos 
Penn-Ohio Pr. & Lt, Ist & Ref, 5's, '54 
Penn, Central Lt. & Pwr, Ist 4%s, 1977.. 
Southwestern Bell Tel. Ist & Ref, 5s, '54. 
Toledo Edison 1st 5s, 1962 
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2.2A i Sound, medium grade issue. 
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2.2A Assumed by Ohio Edison. 

2.2A x Better grade. 

<i ‘ Receivership parent co, adverse influence. 
4.7 ‘ High grade issue. 

3.1 Better grade. 
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Industrials 


American International Conv, Deb. 5's, ’48 $6 oo 105 y Asset value about $1250 on 12.31.32, 
Am. Smelting & Refining Ist ‘‘A’’ 5s, 1947. def Demoralization of metal markets an ad- 


verse factor. 
Bethlehem Steel Corp. 
P 1998 





i 
a 


def A 7 i Strong underlying issue, 

def A 5 \ High grade under normal conditions. 
def A § Now affected by lack of earnings, 

def A 18, High caliber lowered by poor business. 
def A 00 tu ow Unsecured by mtge. Guar. Beth, Steel. 
def A is ae Reasonably strong. 


def aA ° 105 5 a U. 8. Steel’s earnings, guarantor, 
def A Strong industrial issue, 
2.94 105 a a High grade issue, 


P. M. & Imp. 5s, 7.1.36 
Midvale Steel & Ordinance 5s, 3.1.36..... 
Pacific Coast Steel 5s, 1933/1940 
McClintic Marshall Col. Tr. 544s, 1982/’37 
Illinois Steel Deb, 44s, 1940..... 
Inland Steel Ist ‘‘A’’ 4%s, 1978 
Lebigh Coal & Navig. Cons. ‘‘A’’ 4%s, 1954 
Liggett & Myers Tobacco Co. 
Deb, 7s, 1944 
Deb. 5s, 1951 
Penn-Dixie Cement Ist ‘‘A’’ 6s, 1941 
Std. Oil Co. (N. J.) Deb. 5s, 1946 
Tobacco Products (N, J.) Coll, Tr. Deb. 
BYe8, ZOBZD ......ececccccccovecccscces e ee 100 91 Secured pledge lease agreement with Am. 
Tobacco. Interesting issue. 
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14.8A Exceedingly strong industrial obligation. 
14.8A 02 8 Junior to issue above, but still high grade. 
def A 38 =e Business has gone from bad to worse, 

oe 102' 102 ‘ Industrial issue of the highest class, 
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Short-Term Issues 


Amount Fixed Charges 
of this times earned} Price 
Compan: Due issue - a r A Yield to COMME 
pe date (mil’ns) 1931  1938E ‘Callt Mar, 4 Maturity gpa 
Chesapeake & Ohio 1st Cons, 5s .......... 5.1.39 30 3.5 3.1 NC 101 4.8 Investment of the highest grade. 
Consumers Power Ist & Ref. 58 . 1.1.36 33 3.8 38.0A 105 100 5,0 Exceedingly high sande nous. 
Cumberland Tel. & Tel. Gen. 5s 1.1.37 15 3.7m .. No 100 5.0 m Earnings Sou, Bell. Tel, assuming co.— 
i Highest grade, 
Edison Electric Ill, (Bos.) Notes 6s....... 5.2.35 125 3.2 101* 100 5.0 Company enjoys a fine credit standing. 
Great Northern Power Ist 5s ......++.+s+. 21.35 7 a . 110 97 6.6 Reasonably sound issue. 
Texas Power & Light Ist 5s - 6,1,87 25 2.0 ° 105 7 5.9 Safe investment. 
Third Avenue R. R. Ist 5s.....-.......00% 7.1.37 5 1.9 NC 89 8.0 Among the stronger traction issues. 
































+ Fixed charges time earned is computed on an ‘‘over all” basis. In the case of a railroad, the item includes interest on funded and other debt, 
tents for leased roads, miscellaneous rents, etc.; in the case of a public utility it includes interest on funded and unfunded debt, subsidiary preferred 
dividends, minority interest, etc. $An entry such as 105 ’36 means that the bond is not callable until 1936 at the price named. * Indicates that 
the issue is callable as a whole or in part at gradually decreasing prices. E Estimated. A Actual earnings, 
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CANADIAN PACIFIC 














Relative Position of World's Largest 
Transportation System is 
Not Appreciated 


Low Funded Debt — No 
Maturities—Earning Position Reassuring 


\ 












Nearby 


By Franx T. Norturup 
































een majority “4 of the —s, ‘“" 
speculative railroa ; : ‘ - | years to provide 
stocks are selling in Thirteen Years with Canadian Pacific coverage of all fixed 
th k A h 
e market at nearly charges. 

double the panic levels of re —" PP ncn Moreover, the road 
last summer. Included BE Raye oo rage oe (Est.) has no early: bond ma- 
among these are stocks BEE Atrhad nese — 60s, cy turities of importance, 
of various roads which 1900 geeaeges = aadannes © edanooe nor does it appear to be 
during 1932 fell far See 229,039,297 51,694,451 15,308,698 otherwise faced with any 
short of covering fixed _. Be 201,145,762 89,515,572 15,878,867 financial emergency. Its 
charges. Included also + ia See rooney ees no pte net current assets at the 
are stocks of some roads 1994 ...........- 188,608,186 97,297,242 14,070,286 close of 1931, including 
whose current financial ERE 195,897,090 37,479,010 18,470,653 approximately $22,000, 
position is such as to WZ ...... 0.2... — name a 000 in cash gle 
require supporting loans Bet pasos Fate peepee , _ 000 in Canadian Gov 
a set Meitieteietton URS RS 216,641,349 83,153,044 10,775,409 coining Malis veel 
Finance Corporation. $63,879,835, against cur- 














In this setting the 
common stock of the 
Canadian Pacific Railway Co. is a de- 
cided exception, having broken down 
to a recent low of 8. At this quo- 
tation it was less than 1 point above 
last summer's low. If this huge Cana- 
dian system's position were obviously 
worse than that of the average Ameri- 
can railroad there would be no need 
to seek other explanations for the rela- 














tive weakness of the stock. 
On the contrary, however, in every 
statistical respect the position of 






Canadian Pacific--the world’s largest 
privately-owned transportation enter- 
prise—appears relatively strong. Its 
net earnings for 1932 were $20,089,- 
984, as compared with $25,424,766 in 
1931, a decline of $5,334,781, or, 
roughly, 20%. 

Although the complete annual state- 
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rent ‘liabilities of only 
$15,140,000. It is not 
probable that this position has been 
altered to any serious degree. 

In the light of these figures, any pos 
sibility of capital reorganization—such 
as now threatens not a few American 
roads—would appear remote. More’ 
over, such threat in the case of Cana’ 
dian Pacific is minimized by the unique 
character of the company’s capital set’ 
up. Its total “funded debt” on 17,000 
miles of line is approximately $475, 
000,000, but analysis of this debt re 
veals that only a relatively small pro 
portion of it consists of mortgage bonds. 

The chief obligation consists of 
$291,411,549 in 4% “perpetual con 
solidated debenture stock.” This is a 
direct charge upon the company and 


ment and balance sheet have not yet 
been issued, it may be presumed that 
interest requirements on total funded 
debt approximate those of 1931, which 
sum was $20,009,250. Thus, 1932 
Operating revenues appear to have 
covered bond interest. Including $2,- 
041,114 for rentals of leased lines in 
1931, total fixed charges would be $22,- 
050,364 or less than $2,000,000 in ex- 
cess of operating revenues of 1932. 
This does not complete the picture. 
For the past twelve years “special in- 
come,” apart from railway operations, 
has ranged from $10,000,000 to $19,- 
000,000 a year and throughout that 
time has averaged more than $11,000,- 
000 a year. What such amount was 
in 1932 remains to be revealed, but it all its properties but is not secured 
need be only 20% of the average mortgage and hence is equivalent to 4 
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high grade debenture bond. As such, 
and without maturity, it is impossible 
to conceive of this obligation becoming 
a source of financial embarrassment to 
the company. 

The next largest portion of capital- 
ization involving fixed charges consists 
of a series of collateral trust issues in- 
dividually secured by pledge of a total 
of $107,500,000 of the 4% debenture 
stock. The remaining small amount of 
mortgage bonds in the main represent 
liens on branch lines. The rest of the 
capitalization consists of $137,256,921 
in 49%, non-cumulative preferred stock 
and of $335,000,000 in $25 par value 
common stock. 

Regardless of the present difficulties 
of depression, this capitalization in sev- 
eral respects lends considerable specula- 
tive attraction to the common stock, 
especially in the absence of early bond 
maturities, the perpetual character and 
low rate of interest on the debenture 
stock and the low rate and non-cumula- 
tive features of the preference shares. 

If there is any explanation for the 
pessimism with which Canadian Pacific 
common shares have recently been re- 
garded, it may be found in a public 
misunderstanding of the road’s position 
in relation to the Canadian National 
and the Canadian Government. The 
fact is that political management direct- 
ly and indirectly has made a debt- 
ridden absurdity of the 19,000-mile 
Canadian National system. 

In contrast to the Canadian Pacific’s 
$475,000,000 of funded debt on 17,- 
000 miles of line, the Canadian 
National, operat- 
ing only 2,000 
miles more line, 
has a funded debt 
of $1,2'76,000,- 
000, and in addi- 
tion there are 
outstanding loans 
of $604,000,000 
obtained from the 
Canadian Gov- 
ernment, as well 
as some $32,000,- 
000 in accrued 
interest on such 
loans. It would 
be difficult to con- 
ceive of a more 
fantastic capital 
structure. 

The staggering 
losses of the 
Canadian Na- 
tional, as well as 
the various eco- 
nomic wastes in- 
volved in its com- 
petition with the 
privately - owned 
and _privately- 
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Courtesy, Canadian Pacific 


managed Canadian Pacific have re- 
sulted in a persistent agitation for a 
merger of the two systems, although it 
is difficult, if not impossible, to con- 
ceive of any combination by which the 
top-heavy indebtedness of the Canadian 
National could be supported without 
virtually wiping out the earning power 
hitherto available for preference and 
common shareholders of the Canadian 
Pacific. 

Despite the apparent difficulties, a 
strenuous effort has been made in re- 
cent months to bring about an amalga- 
mation. This has met with at least 
temporary defeat, government leaders 
having agreed early in February to 
shelve the proposal for a year. Mean- 
while, a plan set forth by the Royal 
Commission for co-operation between 
the two roads, for achieving savings in 
costs and elimination of waste and 
duplication will be given a trial. 

The matter of possible amalgamation 
appears to be hopelessly bound up with 
Canadian politics, being favored in 
principle by the Conservative Party, 
now at the helm and by a large element 
of industry and business, but opposed 
by the Liberal Party. The two roads 
employ a total of approximately 200,- 
000 men and these, together with rela- 
tives and friends, have a substantial 
political influence which is opposed to 
amalgamation because of the fear that 
it would involve loss of many jobs. - 

The Canadian National now requires 
a bounty of at least $100,000,000 a 
year from the Canadian treasury. 


‘There is no doubt that vast savings 


Through the Canadian Rockies 


could be made in an amalgamation with 
Canadian Pacific. Such savings have 
been estimated by E. W. Beatty, chair- 
man and president of Canadian Pacific, 
at $50,000,000 a year. Mr. Beatty has 
suggested that the government lease 
the Canadian National to the Canadian 
Pacific for a long term or in perpetuity. 
His plan, the financial details of which 
are not a matter of public knowledge, 
was rejected by the Royal Commission. 

An alternative plan much talked 
about would be a unified system op- 
erated with close governmental regu- 
lation on the theory that this would 
effect a 20% cut in operating costs. 
Under this plan all bonds and deben- 
tures of both roads, as well as the pre- 
ferred stock of the Canadian Pacific 
would be “virtually guaranteed” by the 
government, while the Canadian Pacific 
common shares would be guaranteed a 
dividend of 4 or 5%, with provision for 
increasing this to the old rate of 10% 
when recovery of earnings so justified. 

It is claimed that on this basis in 
1928, peak year for both roads, $90,- 
000,000 could have been turned 
over to the Canadian treasury after 
payment of all bond interest, preferred 
dividend on Canadian Pacific and a 
10% dividend on the common. It is 
estimated that on the basis of 1930 op- 
erations the return to the Government 
on its vast investment would have been 
$35,000,000. 

From the point of view of Canadian 
Pacific security owners the obvious 
doubt is whether the road would lose 
its identity and marked efficiency by 
drifting under 
precisely the 
kind of politi- 
cal influence 
under which the 
Canadian Na- 
tional has fared 
so poorly. It ap- 
pears significant 
that Chairman 
Beatty’s advocacy 
of amalgamation 
has nothing like 
this in mind, but, 
rather, private 
operation of the 
Canadian Na- 
tional by the 
Canadian Pacific 
on presumably 
reasonable and 
sound terms. 

Canadian Pa- 
cific securities are 
widely held by 
individual and in- 
stitutional invest- 
ors in Canada, 

(Please turn to 
page 599) 
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CONSOLIDATED GAS OF BALTIMORE 















Progress Despite Depression 


Moderate Expansion—Successful Refunding 
— Earnings Comparatively Well Sustained 


By Francis C. FuLiterton 











HERE are not reductions which go 

many public utili- ; : : ; into effect next June 

ties in the United High Lights on the Consolidated Gas Electric will reduce the com- 

. . any’s gross reven 

Peer aceire =i Light & Power Co. of Baltimore. be ‘about $550,000 a 

1982 1981 1930 ear. It might be 

we eae Gross operating revenues ......... $27,506,531 $28,499,247 $28,017,878 Loam d that the pia 

dust P itself had but Expenses, taxes, depreciation .... 18,715,208 18,847,089 19,318,663 domestic rate was 7.33 

rsa me nents el ot PUPAL Epseine sche svensk oscaes 9,053,621 10,227,727 10,040,363 cents per Lili carada 

nt a. iad. There Fixed charges ...............0005 2,901,066 3,030,248 2,777,746 Renee ?ie TOUS whine 

° > 

was no steam railroad, Net income .............00eeeeee $6,152,555 $7,197,484 $7,262,617 it was but 4.66 cents 
no electricity, no tele- Preferred dividends .............. 1,145,868 1,123,407 1,110,260 in 1932. ! 

graph, no_ telephone. Common earnings per share ....... 4.29 5.20 5.28 The territory served 

Yet, it was in 1816 Electric customers ......-........ 222,183 223,218 221,567 by the Consolidated 

that the Gas Light Co. Gas customers .................+5 194,838 197,725 198,879 Gas Electric Light 8 

obtained a franchise Steam customers ................. 472 450 437 Power Co. of Balti 

and began operations more is a compact one. 

in the City of Balti- Generally speaking, it 




















more and it was from 
such a beginning that the present or- 
ganization, the Consolidated Gas Elec- 
tric Light & Power Co. of Baltimore, 
grew to its present enviable position. 

While the Baltimore utility is smaller 
and is not perhaps as well known as 
a number of other companies operating 
in the same field, few possess as good 
a reputation for integrity, progressive- 
ness and for the fairness of treatment 
afforded security holder and customer 
alike. The !ast consideration is the 
keystone on which a public utility 
should be built. Earnings should be 
sufficient to maintain a high credit 
standing and to pay reasonable divi- 
dends to stockholders, but beyond this 
point earnings should be turned back 
to customers in the form of lower rates. 
That the Consolidated Gas Electric 
Light & Power Cc. of Baltimore has 
successfully followed the difficult mid- 
dle course can be shown readily. 

Last year conditions in the bond 
market were such that the highest grade 
obligations steadily afforded a lower 
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yield. At the same time any invest- 
ment security not of the highest quality 
was shunned. Taking advantage of 
this situation the Consolidated Gas Co. 
of Baltimore called for redemption a 
series of 5Y2% First & Refunding 
Mortgage bonds and substituted there- 
fore 4% bonds issued under the same 
mortgage. The latter were sold at a 
price of 974 to yield a purchaser only 
4.12%, which is thought to be the 
lowest cost financing ever done by a 
public utility. During the depression 
the company has retired in all some 
$20,000,000 in bonds and substituted 
others of a lower rate. 

Yet, it cannot be said that the con- 
ditions which have enabled the Con- 
solidated Gas Co. of Baltimore to 
finance at an extremely low rate have 
been obtained at the expense of the 
consumer. A very substantial reduc- 
tion in electric rates was made in 1929, 
the average domestic rate paid in that 
year being about 124% higher than 
the average rate paid in 1932. Further 


is a rough circle, about 
sixty miles in diameter with Baltimore 
city as a center. The circumference of 
this circle represents the outer limits of 
the company’s electric business. A 
somewhat smaller circle could be drawn 
to represent the outer limits of its gas 
business. In addition to providing elec- 
tricity and gas, an expanding steam 
business is done. 

Within its logical territory, the com- 
pany is constantly consolidating and 
expanding, though never exceeding rea: 
sonable bounds. Last year the assets 
and franchises of the Annapolis & 
Chesapeake Bay Power Co. were ac: 
quired at a receivers sale, thereby add- 
ing some 550 square miles to Consoli- 
dated’s territory. There were also ac 
quired the Consolidated Public Utili- 
ties Co. and the Havre de Grace Gas 
Co, In all, these acquisitions incre 
electric customers by more than 15,000 
and gas customers by nearly 4,000. It 
is thought that the new territories will 
lend themselves to intensive develop 
ment and will eventually contribute 
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substantially to the company’s profits. 

In discussing recent operations it 
would be well perhaps to consider the 
three divisions of the company’s busi- 
ness separately. In 1932 the amount 
of electricity sold was 3.19% under the 
amount sold in the previous year, while 
revenues declined by 3.79%. At the 
end of last year the number of cus- 
tomers served totaled 222,183, a de- 
cline of less than 14%. 

Of the total revenue amounting to 
$17,754,957 derived from the sale of 
electricity about 38% is derived from 
domestic customers, about 26% from 
commercial customers and 36% from 
industrial customers. It has been, of 
course, industrial business which has 
shown the greatest decline over the 
past few years, although this particular 
company was somewhat exceptionally 
situated last year owing to a contract 
with the Bethlehem Steel Co. As a 
result of the power demanded under 
this contract, industrial consumption in 
1932 fell less than 4% and revenue less 
than 11%, compared with the previous 
year. 

Despite the general adversities of 
1932, however, the year passed not 
without progress. There was, for ex- 
ample a substantial increase in the con- 
nected load and when industrial ac- 
tivity again picks up these connections 
will be translated into an effective de- 
mand for electric power. Also, the 
Consolidated’s contract with the Poto- 
mac Edison Co. which becomes opera- 
tive this month means an interchange 
of power between the two companies 
to their mutual benefit. Eventually, 
the company will receive substantial 
revenues from the electrification of the 
Pennsylvania lines between the Susque- 
hanna River and Washington. Nor 
must the future promise in the acquisi- 
tion of the Annapolis & Chesapeake 











Bay Power and other companies be for- 
gotten. 

Last year the amount of gas sold by 
the Consolidated Gas Electric Light 
& Power Co. of Baltimore fell 4.79% 
compared with the previous year, 
while revenues amounted to $8,769,- 
276, a decline of 4.02%. The com- 
pany, however, managed to increase the 
number of central heating installations 
by nearly 4,000 and obtained other 
valuable commercial and _ industrial 
contracts which should prove profitable 
under normal conditions. The acquisi- 
tion of the Havre de Grace Gas Co., 
which has been mentioned already, 
added some 850 customers to the com- 
pany’s lines. 

The steam heating business of the 
Consolidated Gas Electric Light & 
Power Co. of Baltimore has increased 
rapidly since it took over the Terminal 
Freezing & Heating Co. in the summer 
of 1928. Last year the amount of 
steam sold increased nearly 21% in 
comparison with 1931, while revenues 
were up more thin 16%. Although 
revenues from the sale of steam account 
for only some 2%) of gross operating 
income, the fact chat it was the one 
division of the buriness to show an in- 
crease makes it will worth noting. 


Well Balanced Capital Structure 


The capitalization of the Consoli- 
dated Gas, Electric Light & Power Co. 
of Baltimore is a well balanced one. It 
is divided almost equally between 
bonds and stock. At the end of last 
year, long-term debt totaled $63,198,- 
000. Preferred stock in various series 
was outstanding to the amount of 
222,632 shares of $100 par value, while 
1,167,397 shares of no-par common 
stock was carried on the books at $39,- 
414,812. 


Consolidated’s Spring Gardens Gas Works 
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It is owing in no small measure to 
this almost ideal capitalization that the 
inevitable decline in income over the 
past few years has been attended by no 
financial embarrassment either to the 
company or the holders of its securi- 
ties. Total income last year was $9,- 
053,621, and compared with $10,227,- 
727, $10,040,363 and $10,392,708 in 
the years 1931, 1930 and 1929 respec- 
tively. In 1932, fixed charges were 
covered 3.12 times over, compared with 
the peak coverage of 3.76 times in 
1929. While this represents some de- 
cline, the margin of safety for the com- 
pany’s bonds is still exceptionally high 
and all issues are entitled to a high 
grade investment rating. 


Common Earnings 


Isast year’s earnings covered pre- 
ferred dividend requirements between 
five and six times over, so that these 
stocks too are entitled to investment 
esteem. Common share earnings for the 
year 1931 were equivalent to $4.29, com- 
pared with $5.20 in the preceding year. 
Although the latest earnings showed 
quite a serious decline in the margin 
of safety for the common dividend of 
$3.00 a share annually, the business of 
the Consolidated Gas Electric Light & 
Power Co. of Baltimore will have to 
decline considerably further before the 
dividend rate may be considered seri- 
ously endangered. In itself, the new 
rate schedule which goes into effect 
next June will not force a reduction. 
Combined with an unexpected further 
loss of business, however, the question 
of dividend maintenance possibly might 
be raised. The common stock of the 
Consolidated Gas Electric Light & 
Power Co. of Baltimore last sold on the 
New York Curb Exchange and the 

(Please turn to page 600) 













Studies in Stock Speculation 


This is the fifth in a series of articles by a skilled mar- 
ket technician on the various phases of scientific specula- 
tion. Former articles appeared in the issue of December 24, 
1932, January 21, February 4, and March 4, 1933.— 
EpIror. 





N a period of depression such as we are now passing 
through, what everybody wants to know is just which 
stocks will be the leaders on the upside when the next 

bull market comes around. While an attempt to answer 
this question with any degree of definiteness is quite ob- 
viously a matter of individual opinion and judgment, it is of 
undoubted value to carefully look over the field and 
endeavor to determine just which stocks appear the most 
logical candidates to assume market leadership when a 
major upswing arrives. 

In the opinion of the writer, one of the best methods 
to use in endeavoring to search out the most promising 
candidates involves a study of the independent group 
movements. THE MAGAZINE OF WALL STREET’s Com- 
mon Stock Price Index of 280 issues, includes no less than 
42 groups, some large, involving 20 or more issues and 
some small including only 2 or 3 issues. It will be found 
that some of these groups 


Part V. Selecting the Market Leaders 


By Frepericx K. Dopce 


It requires a little work but in view of the value of the 
conclusions that may be drawn is well worth the effort. 
It is not necessary to work out the movements of the aver- 
ages of any large number of stocks in each group as the 
conclusions reached are apt to be just as good by simply 
taking the stocks of four or five of the most prominent 
companies in each group, and in the case of minor groups 
even as small a number as two or three prominent issues 
may be sufficient. By bringing these various group aver- 
ages down to approximately the same price level as the 
combined averages, it is a very simple matter to de- 
termine which groups are acting more favorably than 
the averages and which ones are showing a tendency to 
lag. 

A natural question here arises. Instead of bothering 
with group movements why not select active individual 
stocks, making comparison of their action with the aver- 
ages. The answer is that the movement of a group of stocks 
undoubtedly has more fundamental significance than the 
movement of one individual issue which may merely repre- 
sent the activities of a speculative pool willing to sell 
out on the first favorable opportunity. An_ individual 
issue acting particularly well may mean something, or 
nothing, but when an entire group does so, it will generally 
be found that there is a basic reason for this behavior. 

Chart I shows the price 
movements over the first 





are following the trend 
line of the combined 
averages rather  close- 
ly whereas others tend 
to break away from the 
averages on both the up 
and down sides. In 
other words, the market 
action of certain groups 
is more favorable than 
in the case of others. 
Let us assume that a 
major upward movement 
is about to start. We 
have decided to get 
aboard but want to be 
careful to select a stock 
that will be reasonably 
sure to participate fully 
in the bullish activity. 
Here is where a study of 
the group movements over 2 
a period of two or three 
months will very probably 
result in as good a selec- 
tion of the stocks that 
will participate in the 
rise as could be arrived 


at by any other method. 


Us 


PRICE SCALE 


20 RAILS 


JAN.I4 
Tea 


Denieninnn 








T ComparArive MOVEMENT OF VARIOUS GROUPS 
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two months of the cur- 
rent year of four im: 
portant groups,—rails, in- 
dustrials, utilities and 
chemicals. It can readily 
be seen by an examina: 
tion of this chart that 
the best performance 
was given by the rail 
group and the worst 
by the public utility. 
The latter group was 
not only weaker than 
the general market, but 
also was sluggish on the 
rallies, an indication that 
the group was subject to 
constant liquidation. The 
rails in the first week of 
January showed the ability 
to rally to a greater de 
gree than in the case of 
the other groups and in 
the latter part of January 
was able to make some 
progress on the up side 
when the market as a 
whole was showing 2 
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dight downward tendency. In the latter part of February 
when the country’s banking troubles were starting to come 
toa head, all groups were equally weak, which was natural 
enough in view of the indiscriminate selling that took place 
during that period. When unfavorable news such as the 
Michigan bank “holiday” breaks unexpectedly, it is to be 
expected that stocks that have been acting particularly well 
up to that time will break sharply as many speculators have 
profits which they are quick to seize when scare news makes 
its appearance. It will also be noted that the rally in the 
frst part of February brought the rail averages very close 
to the peak of the rally in the beginning of January, 
whereas in the case of the other groups the February rally 
fell considerably short of the January rally. The chemical 
group's action during this period was about in line with 
that of the general market. Dips and bulges were some- 
what more pronounced, 


particularly impressive. It is true that it rallied very 
sharply in the early part of January, but this rally can 
very well have represented the completion of Delaware & 
Hudson’s purchase of 500,000 shares for investment, which 
purchase was formally announced on January 26. In view 
of the absorption of this large block of stock by the D. & 
H., representing 10% of the amount outstanding, had there 
been any important accumulation of the stock by other 
sources, it might well be supposed that the stock would 
have become rather scarce in the Street. Its market action 
however has shown that it is still in plentiful supply, 
indicating that important interests have not followed, at 
rsa at this time, Mr. Loree’s ideas of investing surplus 
unds. 

Chesapeake & Ohio's action has been fairly satisfactory, 
especially in that it has shown a strong resistance to de- 
cline. On the other hand 
the rallies have not been 





but there was no indica- 
tion of any better buying 
in this group than in the 
market as a whole. 

The conclusion to be 
drawn from a study of 4 
this chart is that, in the 
event an upward move- 
ment of importance should 
develop in the stock market 
at this time, there would 
be every reason to believe 
that the rail group would 
participate prominently 
and that certain indi- 
vidual issues in this group 
would be included among 
the market leaders. 

There are certain’ fun- 
damental factors that 
bear out the favorable 
market action of the rail 
group. Expenses have 
been reduced to such a | 
point that quite a few 
railroad systems have been 
able to show some im- | 
provement over earnings 
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particularly impressive, 
despite the fact that it is 
one of the few railroad 
stocks paying liberal divi- 
dends and showing a sat- 
isfactory earning power 
‘under present conditions. 
Such market action under 
the circumstances does 
not give promise that the 
issue has good leadership 
possibilities. 

Atchison’s fluctuations 
have been sufficiently wide 
to classify it as a popular 
trading stock. Issues are 
few and far between that 
under present-day condi- 
tions can maintain as 
high a price level as 
Atchison without pay- 
ment of dividends and 
with a current earning, 
power of little or nothing 
for the common shares. 
There is little doubt that 
this relatively high price 
range for the issue re- 
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of a year ago despite a 
contiriued falling off in 
trafic. Any pick-up in general business would immediate- 
ly be reflected in an increased freight movement and, with 
expenses down, such a development would enable many 
roads to show a quite surprising increase in net. The 
leverage in railroad common stocks is very high and in 
numerous instances a 10% increase in gross business could 
be expected to increase the balance available for common 
stock many times over. 

Having determined which group was giving the best 
account of itself, the next thing to consider is the indi- 
vidual members of that group. Obviously, market leader- 
ship will fall on one of the well known active issues, 
and selection should be narrowed down to the four or five 
issues which have shown the greatest volume of trans- 
actions over the past few months. The market movements 
of these stocks should then be examined in relation to 
the market movements of the rail group as a whole. 
In Chart II is given the price range of Atchison, Chesa- 
peake & Ohio, and New York Central, in comparison 
with the price range of the rail group, covering the first 
two months of the year, 

In view of its market history and general speculative 
appeal, the action of New York Central does-not-appear 


for MARCH 18, 1933 


flects, perhaps moderate, 
but nevertheless steady accumulation of the shares on dips 
by investors believing in the future of the property. The 
general public being rather chary, at this ume, in buying 
non-dividend payers at relatively high prices, it is a natural 
conclusion that the buying that has been going on in 
Atchison is of the well informed kind. 

In 1932, Atchison earned 55 cents a share on the com- 
mon, whereas Chesapeake & Ohio earned $3.05. Why 
then does the former sell more than ten points above the 
latter? Probably the factor of leverage offers the best 
explanation. It has been estimated that the railroads could 
handle 10% more business than the current amount with 
practically no increase in expenses. Assuming this to be 
so a 10% increase in gross business for Atchison would 
mean an increase in the balance available for the common 
stock equal to $4.50 a share, whereas in the case of 
Chesapeake & Ohio this would amount to only $1.30 a 
share. In other words, if, and when, business picks up 
earnings of Atchison can be expected to increase very 
much more rapidly than would be the case with Chesa- 
peake & Ohio. This question of leverage will be more 
fully discussed in a sutteedihg article. 

(Please turn to page 598) 
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Gold Mining Stocks at Their Peak? 


Changing Financial Situation Introduces 
Many New Considerations Into Outlook 


By Puitire Doss 





HROUGHOUT the world there 


riers to trade which brought in their 





has been a broad bull market in 


gold stocks for more than three 


train a mad scramble for gold in order 
to make debt payments. But now that 





years, or since the spectacular stock 
market crash in the fall of 1929 served 


so many countries have lost the battle 
to maintain their credit and have de- 





notice on the world that its economic 


faulted, it is possible that the most 
hectic part of the scramble is over. 





excesses at last were coming home to 
roost. It was only the other day that 


: 


This, perhaps, may be considered the 
industrial background to the gold min- 





an extra special spurt in London's gold 
shares was front page news in all 





ing stocks. It provides, however, far 
from the whole story so far as the in- 





papers. What have been the causes of 
the phenomenal prosperity enjoyed by 
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dividual investor is concerned, for the 








gold mining companies and, more im- 


current banking crisis complicates the 
situation considerably. Gold stocks 





portant still, are they likely to continue | 
in operation? 
The fundamental influence behind 


ow 


now possess more than ever a financial 
angle. What position should be taken 





the gold mining boom of recent years 
has been, of course, the low operating 
costs of mining the metal—the result 
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in regard to these securities should the 
much talked-about inflation of the dol- 
lar occur. 














of a drastic decline in wages and com- 
modities. A secondary influence has 
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In the first place, there are valid 


952 1925 grounds for believing that the mere re- 








been the currency depreciation in cer- 
tain gold-producing countries, such as 
Canada and South Africa. The problem now before the 
investor in, and prospective purchaser of, gold stocks is 
whether these factors are likely to continue operative and 
more specifically whether recent developments in the United 
States have a bearing on the future. 

It would perhaps be as well to commence with the 
thought that the decline in world commodity prices has 
been so drastic and of such long duration that, while it 
might be extended further, the worst of the movement 
necessarily must be over. Moreover, gold stocks in general, 
giving consideration to the inherently speculative character 
of this form of mining, are selling at prices which discount 
at least a moderate amount of additional prosperity. Finally, 
the investor must keep at the back of his mind that tre- 
mendous increases have been made in world stocks of gold. 
From 1920 to the end 
of last year the world’s 


opening of our banks, without any re- 
gard to broad national policies, can 
only be achieved by means of a moderate degree of in 
flation. The prospect of this has caused already a specula- 
tive rise in a number of commodities at wholesale and even 
retail prices have not been entirely unaffected. 

There are, however, many degrees of inflation and it may 
be shown that (1) rising commodity prices, or inflation, 
within the gold standard has an adverse effect on gold 
mining shares (2) more drastic inflation involving the 
abandonment of the gold standard may be moderately 
favorable or moderately adverse depending upon circum: 
stances (3) still more drastic inflation involving the de 
basement of the dollar hardly means that real profit can 
be obtained from gold mining stocks, but that they are ex: 
cellent insurance for the maintenance of purchasing power. 

The first of these degrees of inflation appears the most 
probable at the mo 
ment. It may be 








supply of gold has in- 
creased not far from 
$5,000,000,000, pro- 
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of this period being the 
largest on record. Other 
things being equal, a 
vastly increased supply 
of anything makes for 
lower prices. The 
things which were not 
equal in this particular 
case include the world’s 
growing nationalism 
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+ Year ended 
x Year ended Aug. 31. 
c Payable in Canadien. funds. 


argued, of course, that 
we are now off gold. 
But this should be a 
temporary condition 
only. When England 
went off gold, it was on 
account of foreign 
withdrawals; we are of 
because of domestic 
withdrawals —a_ vital 
difference. We have 
ample gold to settle 
any ordinary trade bal 
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Taking the Pulse of Business 


—Bank Holiday Quiets Trade 


-— Effect on Essential Industries Temporary 


— Rails and Motors Suffer Most 


vital importance have 

followed one another 
with such machine-gun-like 
rapidity since the memorable 
morning of March 4 when 
bank closing assumed epi- 
demic proportions that it 
is dificult at so early a date to appraise the consequences. 
Generally speaking, it is already apparent that shortage 
of cash and inaccessibility of deposit currency while the 
banks remained closed has caused a sharp recession in 
many lines of business. This has been especially noticeable 
in passenger traffic, theater attendance, automobile sales 
and consumption of gasoline. Flour milling has been cur- 
tailed greatly. Electric power output, steel mill activity, 
and chain store sales have thus far suffered only moderately. 
Baking and dairy products have been little affected. A 
considerable rise in the demand for diamonds has been 
noticeable of recent weeks under the supposition that 
we are drifting toward inflation. 

Considering the widespread state of apprehension which 
preceded the nation-wide banking holidays, changes in all 
four curves of the Barometer for the fortnight ended on 
March 4 are considerably smaller than might have been 
expected. The enormous drain upon New York’s banking 
resources naturally resulted in a sharp bulge in the Cost 
of Business Credit; but recessions in Business Activity and 
in the Common Stock Index have thus far been of com- 
paratively moderate proportions. New Orders, according 
to the latest point just entered upon that graph, show only 
an insignificant drop from the preceding- month; though 
reports for the current month, when available, will un- 
doubtedly show a decline more in keeping with the present 


D EVELOPMENTS _ of 


Imminent 


— Recession in New Orders Moderate 


— Prices Advance and Further Gains 


banking crisis. Bond prices, 
both Government and cor- 
porate, have displayed con- 
siderable weakness of recent 
weeks under pressure of 
liquidation by institutions 
and private investors in 
urgent need of cash. 

There is every reason to believe, however, that the recent 
slump in production and trade is purely artificial in char- 
acter and will promptly right itself upon the resumption 
of normal banking operations. Prior to the banking crisis, 
business was already down to a subsistence level; so that 
this latest recession must mean the giving up of actual 
necessities which the country can not long do without. 
It is even possible that the present banking crisis may be 
the final turning point in the depression, though it would 
be fatuous to conclude that normal employment and busi- 
ness prosperity are just around the corner. Deflation on 
an unprecedented scale has thrown the whole world into 
confusion, and time will be required to organize the forces 
of recuperation. To count upon immediate miracles can 
only end again in disillusionment. . 

Nevertheless, there are at least two new elements in the 
situation which seem to warrant a moderately optimistic 
attitude as to the business outlook. One is the dynamic 
and courageous personality of the new occupant of the 
White House, which must be ranked as a constructive 
factor of no small moment. The other is the possibility 
of a substantial advance in prices which seems to be inherent 
in the legislative program of the new Administration. 
Early signs of this are perhaps even now discernable in 
firmer prices for basic commodities and American stocks 
on the foreign markets which remained open while ours 
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were closed. No immediate stimulus from this possibility 
is yet evident, however, as may be gleaned from the 
following thumbnail surveys: 


The Trend of Major Industries 


STEEL—The shortage of money and other uncertainties 
arising from the banking holidays have tended to hold up 
new orders and specifications on old orders for finished 
steel, and mills are now operating at only 16% of nominal 
capacity as compared with this year’s maximum of 20% 
reached only a few weeks ago. Some further curtailment 
is looked for before the new system of currency can 
be put into smooth operation. Then the industry will be 
entering upon the period of normally slackening demand 
which leads down to the summer slack season; so that 
little real improvement can be expected before autumn. 
Prices of steel sheets, which had previously been marked 
down conspicuously, recovered five to fifteen dollars a 
ton last week; but finished steel prices, on an average, are 
still 40% above prewar levels and so considerably out of 
line with other commodities. Once the economic situation 
begins to right itself a drastic cut in steel prices would 
greatly stimulate demand; but it is hard to see how this 
can be done under present wage scales which are 90% 
above the pre-war rates. 


METALS—A sharp rally in silver to around the thirty 
cent level under idle hopes that the new Administration 
might compromise with the inflationists by more liberal 
coinage of the white metal has afforded about the only 
high light during the past fortnight in an otherwise drab 
metal situation. It is rather hard, however, to account 
for the accompanying advance of a half cent in zinc; since 
any permanent increase in the demand for silver would 
necessarily result in greater production of zinc without a 
compensating increase in consumption. The firmer tone in 
tin prices, on the other hand, appears to be a logical re- 
sponse to the metal’s improving statistical position. 

PETROLEUM—The Petroleum Institute estimates that 
the demand for motor fuel in the first six months of the 
present year will be 7.6% less than during the first half 
of 1932. Domestic demand is expected to decline only 
4.8%; but a slump of 31.4% in exports is likely to result 
from the tendency of foreign consumers to turn elsewhere 
for their supplies. 


ing exchanges outside the United States gold mining stocks 
have displayed varying trends since the bank holidays 


were announced. The rise in sterling exchange has 
automatically made gold mining less profitable in countries 
whose currencies are anchored to the British pound, and it 
is feared in some quarters that our ban upon gold pay- 
ments may prove to be a rather long drawn out affair. 
Until such doubts are cleared up, the gold mining industry 
is likely to be subject to all the speculative vagaries of the 
foreign exchange markets. That under present conditions 
there can be no consistency in the markets for gold shares 
was clearly revealed the other day when Canadian stocks 
were rising and Africans declining. 


PRINTING AND ENGRAVING—Plants which are 
equipped to turn out counterfeit-proof scrip in large quan- 
tities and on short order are likely to do a profitable and 
rushing business during the next few months, and then 
sink back again into comparative inactivity. Their business 
has already received a severe blow in the refusal of Wash- 
ington to approve any form of national scrip. It now ap- 
pears unlikely that scrip will even be issued on a state-wide 
basis. 

AUTOMOBILES—Despite drastically declining retail 
sales last week (thanks to a 5,000 increase in Ford as 
semblies) the country turned out a few more cars than 
during the corresponding week in 1932. In view of the 
long drawn out banking difficulties in Michigan, this is 
somewhat surprising. The low point of mid-February, 
when production was 22% under a year ago will probably 
be seen again however. Prices and sales volume are still 
abnormally low, and only a few of the most fortunate com- 
panies can expect to show any profits this year. The bank- 
ing crisis has come at an exceptionally bad~time for the 
motor car industry, whose maximum sales are generally 
made during the first five months of the year. 





Conclusion 


While the immediate effect of the banking crisis has been 
to slow down many lines of business activity, a few special 
industries have been stimulated temporarily by the emer: 
gency. Eventually the outcome is bound to be beneficial, 
since it has enabled the country to unite upon correcting 
a number of defects in our banking system. It is quite 

possible that the 
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The Readers’ Forum belongs to the readers of THE MAGAZINE OF WALL STREET 
and is intended exclusively to serve them in the discussion of problems of general. 


investment interest. 


This department welcomes and invites 


contributions from its 


readers without imposing rigid restrictions as to their choice of subject matter. Stories 
of personal experience with, or personal opinion upon, investment problems, are 


particularly appropriate since they often are of interest to many. 


The services of 


this department also are available for answering investment questions of general 
interest excluding inquiries regarding the position or prospects of individual securities. 








This Is an Economic War 


In the Opinion of One Reader 
We Must Co-operate with Britain 


Editor, READERS’ FoRUM: 

Over the radio recently President 
Hoover warned his people that their 
country faces an “economic war” with 
other nations. Time will doubtless re- 
veal this as a part truth, but the real 
tragedy will lie in the lateness of the 
warning, for the condition now 
prophesied has been actual this several 
years. It may be that having been 
educated in Australian schools I got 
a more intimate understanding of 
British history, and of “deeds that won 
the empire” than American children 
do. Certainly I have not considered 
events affecting the welfare of the 
United States since 1929 as constitu- 
ting a “depression” in the ordinary 
sense of the word, nor that the national 
collapse has been based on the stock 
market disaster of 1929. Naturally 
that event, under any conditions, would 
mean a slowing down in financial 
circles and trade, but normally the up- 
ward swing would have been under 
way prior to this time. That our 
people are for the most part still in a 
stupor and wondering what really hit 
them—getting no accurate enlighten- 
ment thereon from Washington— 
indicates that forces operating against 
us must come from outside. 

For upwards of two years I have 
maintained in my = little circle that 
we were not undergoing merely a 
national depression, but that we were 
on the receiving end of an “Economic 
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War” just as definite and deadly in its 
purpose, direction, and ultimate de- 
feat as that which was maintained on 
a military basis against Germany, and 
from the same sources and for the 
same reason. Because of our isolation 
by water from the European shores, 
because of the distressed economic 
conditions of those countries following 
the world war, this economic war was 
designed purposely to be fought with 
national currencies, the main objective 
being the dislodgment of the unneces- 
sarily large gold supply cornered by 
United States financiers, and a renewal 
of its purposeful flow again into inter- 
national channels of trade. 

I believe that history records that 
whenever during the past two 
centuries a nation has risen to great 
prominence and budding power, throw- 
ing a darkening shadow across the 
sunshine on the face of the British 
Empire “where the sun never sets,” 
that Britain has consecutively been 
able to exercise the mysteries of diplo- 
macy and gather around her suitable 
alliances and temporary friendships 
that have achieved the displacement 
of the challenger. Russia, France, 
Germany, and now the United States 
have been held to checkmate by that 
cleverness. In the present case the 
master strokes of the old mistress are 
so apparently definite and conclusive 
as to make the blindness of American 
leadership to the forces organized 


against us, in the face of the lessons to 
be learned from history, appear 
amazing. 

In every move in the strategy of 
applying the screws to the ebullient 
aspirations and self-termed superiority 
of ours, one can discern the suave 
adroitness of the statesmen of Down 
ing street. The discarding of silver in 
India, with its shock to the Oriental 
markets for American products was 
closely followed by the abandonment 
of further English loans to Australia 
at a time when trade from there with 
the United States had reached un 
precedented heights, and when our 
exports to that country about doubled 
those of Britain which supplied the 
money for their payment. That it was 
not lack of loanable funds on Britain's 
part which caused the shutdown is 
seen in the immediate extension of 
loans to Argentine from that source, 
showing that blood ties are not very 
good collateral to offer for loans. 
Actions of France as reflected in the 
rise and fall of the dollar are closely 
allied to British thought and agree 
ment. The fall of sterling from the 
gold standard was a master stroke of 
diplomacy, and may prove to be the 
last screw to be lifted in the inevitable 
final showdown. The Ottawa Cor 
ference outcome is but another twist 
of economic pressure against out 
gold hoard. War debts will bk 
used still more as a level toward 
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removing the barriers which hold 
hack this oldtime flow of international 

Id. 
_ outgoing administration has en- 
deavored to apply balm and bandages 
to our national hurts, but the big prob- 
lem still remains to ward off the 


aggressors, or for preference to come 
rapidly to sane agreements whereby 
the golden ball will be flung once again 
into the field of international activity, 
with the resulting stimulation to both 
sides and their supporters. The need 
of the British Empire for a trade 


alliance with and the friendship of the 
United States is paramount to its 
continued welfare and safety. When 
those points have been achieved by 
Britain, the depression will rapidly 
pass into history—Davm H. RuNDLE, 
Whittier, Calif. 


A Farmer’s Call for Relief 


Can the Equivalent of a Tariff 
Benefit Be Paid by the Consumer? 


Editor, READERS’ FORUM: 

Some call it Internal Tariff, others 
Prosperity by Allotment, and some call 
it just plain Farm Relief but whatever 
the name is to be, there is just one and 
perhaps only one sane plan for prac- 
tical assistance to the farmer and to 
restore the rural purchasing power. 

Let's argue this to its logical conclu- 
sion, if it is necessary for the welfare 
of the country that the farmers must 
be helped (and it is rapidly becoming 
the concensus of opinion that this is 
true) then the only way of accomplish- 








ons to 
appear ing this is either for the Government of 
the United States to pay him a bounty 

ey off or for the consumers of the product 
ullient # to pay him a higher price, and that 
riority § price fixed by legislation. The first is 
suave | dangerous, uncertain and inadequate 
Yown: f the second is fair, and workable within 
ver in certain limits. 
riental # ‘Let's take cotton for example, although 
; was this thought can be applied equally to 
nment § wheat, corn, and other basic com- 
tralia! modities. Cotton is consumed 
with § about 50% in the United States 
1 un § and about 50% is sold in world 
1 our markets. 
ubled There is no way on God's green 
1 the} earth to regulate the world price 
t was | of cotton, therefore the American 
tains | farmers must sell that half of his 
m is cotton for whatever the world 
n of f price is (at present time it is about 
urce, J six cents per pound) but the other 
very f half, sold to American spinners 
oans.—§ and consumed by American users 
1 the ff can by legislation be made to 
osely § bring a fair, reasonable price say 16 
gree’ fF cents; thus the producer would 
the stand as follows, one-half crop 
e off brings 16 cents and one-half six 
the cents or an average of 11 cents for 
table the total crop. 
Con The mechanics of handling the 
wis crop and maintaining this price ratio 

out’ would be simple; the farmer brings 

bis his cotton to the local market, the 

ard buyer pays 16 cents for half and 
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six cents for half. The local buyers 
sell in turn to the commission mer- 
chants who pay accordingly, the com- 
mission merchants sell half to the spin- 
ner at 16 cents and half for export at 6 
cents, very little Government supervi- 
sion and very simple accounting is in- 
volved. 

The spinner knows what his cotton 
will cost him and he is relieved of that 
gamble. This cost is then passed on 
to the consumer, as always, and each 
user of cotton goods pays a little more 
for his goods, but the added cost is 
small and the result goes direct to the 
farmer. 

The Treasury of the United States 
is not called upon, and the Government 
is out no money, except a small amount 
fer supervision, which cost can be col- 
lected out of the crop and at the same 
time any regulation as to reduction of 
acreage can be provided. 

Of course the proportion of domestic 
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and foreign purchases will vary from 
year to year. If the farmer continues 
to raise a large crop, he will have to 
sell 40% in the United States and 
60% foreign, or if he reduces his acre- 
age the reverse will be true. In any 
event the Government estimate of the 
future crop is accurate enough to fix 
a fair ratio well in advance. 

The criticism will naturally be raised, 
what about the spinner? He makes 
some goods for foreign markets. Must 
he pay 16 cents per pound for cotton 
and compete with the spinner in Eng- 
land or Germany who is only paying 
6 cents per pound for American cot- 
ton? The answer is No; not at all, 
for all goods the spinner manufactures 
for export he will be furnished that 
part of his cotton at the world price. 

Who pays the benefit to the farmers 
under this plan? The consumer. Who 
pays the benefit to the farmer under 
other proposed plans? The tax payer. 

Who is most able to pay because 
of the indirect benefit to the whole 
nation? The consumer. 

For seventy-five years the policy 
of this Government has been to 
protect the American manufac- 
turer and the factory worker by a 
tariff against foreign-made articles. 
This policy maintained high profits 
and wages to the class of our peo- 
ple engaged in manufacture. These 
high wages and profits were in 
large part paid by the farmer, be- 
cause he comprised the largest unit 
of the consumer class. On every- 
thing he bought he paid a little 
more, because of this protective 
tariff. Now we seek to give him 
a like measure of protection. It 
can be done. Just as the tariff 
has operated to benefit a certain 
class, so this plan can operate to 
benefit the farmer class. Call it 
Internal Tariff or Prosperity by 
Allotment or name it what you will. 


—J. K. Rirret, Little Rock, Ark. 
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The Personal Service Department of THE MAGAZINE OF WALL STREET will answer, by mail 
or telegram, inquiries on any listed securities in which you may be interested, or on the stand- 
ing and reliability of your broker. This service in conjunction with your subscription should 
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time you transmit your first inquiry. 
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INTERNATIONAL TEL. & TEL. 
CORP. 

What is your opinion of the speculative 
possibilities of I. T. & T.2 Would you ad- 
vise me to sell or hold 100 shares bought in 
1931 at 3534? I have read that it is heavily 
indebted, and will appreciate any informa- 
tion you can give me about tts present 
financial position—M. M. K., Oakland, 
Calif. 

In reflection of depressed world eco- 
nomic conditions, telegraph and cable 
revenues of the International Tel. & 
Tel. Corp. have receded to their lowest 
point in many years. The earnings 
statement for the nine months ended 
September 30, last, revealed a net loss 
of $1,379,948, compared with a net in- 
come of $6,591,978 or $1.03 a share 
on the common stock in the corre- 
sponding period of 1931. While we 
see nothing at this time to indicate that 
earnings will register any marked im- 
provement over the near term, these 
should respond in a satisfactory manner 
to any betterment in international 
trade. Under present conditions, the 
company is experiencing rather heavy 
exchange losses, and is further handi- 
capped by Government restrictions 
placed on the transfer of funds in many 
of the countries served. Should the 
United States embark upon a program 
of currency inflation, however, Inter- 
national may be expected to benefit by 
the increase in value of foreign cur- 
rencies in relation, to the American 
dollar. As this is being written, the 
company’s report for the full year 


1932 is not as yet available, but it is 
believed that bank loans which stood 
at $42,623,670 on March 31, last, re- 
main substantially unchanged. Although 
these lend an element of uncertainty 
to the situation, the company’s strong 
banking connections should enable the 
extension of these loans until such 
time as the bond market will permit 
funding of these obligations. The 
common stock is undoubtedly in a 
highly speculative position, but, in our 
opinion, present shareholders will do 
well to maintain their position to await 
further developments. 


CONSOLIDATED QIL CORP. 


I read in your recent issue that the out- 
look for the oil industry is not as favorable 
as it was a year ago on account of the 
failure of controlled production, How will 
this affect the outlook for Consolidated Oil? 
Do you advise holding 100 shares bought 
well above present levels, or would you sell 
now and switch to some other company or 
industry? —H. F. S., Wilmington, Del. 


Consolidated Oil Corp., as a result 
of improved conditions in the petro- 
leum industry, was able to report a 
profit of 5 cents a share on the common 
stock, for the five months ended June 
30, 1932. This was a considerable im- 
provement over the $40,000,000 deficit 
reported by the component companies 
in the comparable period of 1931. Re- 
cently, however, conditions have be- 
come less favorable, and it is likely that 


earnings of this company, in common 
with its competitors, will compare un 
favorably with those experienced dur. 
ing the greater part of 1932. Never 
theless, this company’s exceptionally 
sound financial condition, should enable 
it to maintain its strong trade position 
and would appear to assure it of even: 
tual earnings recovery concurrent with 
any improvement which may come 
about in the petroleum industry. More: 
over, some firming of gasoline prices 
would not be unexpected in view of 
the approaching seasonal increase in 
consumption. The continued violation 
of proration schedules, however, con: 
tinues as a threat to the industry. While 
no near term substantial improvement 
in prices is anticipated, continued deficit 
operations should tend to eventually 
eliminate many of the weaker units. 
This will place the control of crude ail 
production in the hands of fewer com 
panies which would then be in a better 
position to bring production more in 
line with consumption. While the 
common stock of Consolidated Oil is 
undoubtedly speculative, current quo 
tations appear to amply discount the 
unpromising near term earnings out 
look. Accordingly, continued retention 
of strictly long-pull speculative com 
mitments is advocated. While this rec 
ommendation is not based upon the 
sere of some form of inflation 

ing adopted by the Federal Govern: 
ment, such an eventuality is well worth 
considering, in view of its beneficial 
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influence upon industries that normally 
carry large inventories, as do most oil 
companies. 


ATLAS POWDER CO. 


I am at a loss to understand the steadily 
decreasing earnings of the Atlas Powder 
Co. What are its prospects for quick re- 
sponse in earnings to any business improve- 
ment? What is its present financial posi- 
tion? Do you advise me to hold or sell 
100 shares of this stock bought in 1930 at 
56?—A. J. T., Boston, Mass. 


As one of the principal producers 
of explosives in the United States, earn- 
ings of Atlas Powder Co. have pursued 
a downward course throughout the 
current economic depression. The com- 
pany specializes in industrial require- 
ments, and does not manufacture mili- 
tary or sporting explosives. Atlas re- 
ported for the year ended December 
31, 1932, net income of $42,072 
equivalent to only 47 cents on the 6% 
preferred stock, compared with $746,- 
454, or 59 cents a share on the com- 
mon stock in 1931. The financial posi- 
tion of the company at the year- 
end was strong, total current assets 
amounted to $9,220,773, of which 
$4,433,616 was in cash and equivalent, 
as compared with total current liabili- 
ties of only $457,400. While it is un- 
reasonable to expect substantial earn- 
ings improvement prior to a higher 
level of activity in the extractive and 
construction industries, the company’s 


chief consuming outlets, the release of. 


tremendous government funds for de- 
velopment and building purposes 
should prove beneficial to Atlas. Sales 
volume of explosives comprise approxi- 
mately 80% of total sales, while the re- 
mainder is largely made up of nu- 
merous cellulose specialties. Although 
no early resumption of dividends is 
anticipated on the common stock, spec- 
ulative commitments of the stock pur- 
chased at a higher level should be re- 
tained for eventual price appreciation. 


BEECH-NUT PACKING CO. 


I have a small profit on 110 shares of 
Beech-Nut Packing purchased in 1932. In 
view of the continued uncertainty in the 
general business outlook and the growing 
trend away from package goods, I am won- 
dering if this would be a good time to sell 
or would you advise waiting in the hope of 
higher prices?—J. J. J., Toledo, Ohio. 


Operations of Beech-Nut Packing 


Co. may be divided into two distinct 
divisions, namely — manufacture and 
sale of chewing gum and low priced 


candies division and that of general 
foods. All products, which include 
ham, bacon, beef, peanut butter, jellies, 
marmalades, pork and beans, spaghetti, 
macaroni, catsup, chili sauce, mustard, 
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tomato juice cocktail, coffee and biscuit © 
dainties, are marketed under the trade- 
name “Beech-Nut.” Chewing gum 
and candy sales and profits have had a 
stabilizing influence on earnings of the 
company during the current depression. 
As a matter of fact, profits from this 
division were more than sufficient to 
offset operating losses incurred in the 
food division during 1932, with the 
result that Beech-Nut was able to report 
net income, available for the common 
stock of $1,651,919 or $3.70 a share. 
This compares with profits of $2,084,- 
823 or $4.67 a common share in 1931. 
The annual report of the company re- 
vealed an exceptionally liquid position 
at the close of last year, cash alone 
amounting to $3,176,772 against total 
current liabilities of $909,778. Work- 
ing capital as of December 31, last, was 
$14,499,253 against $13,563,506 a year 
earlier. Beech-Nut Packing Co. enjoys 
a strong competitive position, and 
should be able to register substantial 
earnings gains under more favorable 
business conditions. The current 
annual dividend rate of $3 a share ap- 
pears reasonably secure, and we counsel 
against disturbing your holdings. 


E. I. duPONT de NEMOURS & CO. 


I bought 200 shares of duPont common 
at 124 in 1930 on the advice of my banker. 
Because of its large investment in General 
Motors, and because of the intense competi- 
tion and smaller profits in the automobile 
industry, I am wondering if it wouldn’t be 
advisable to sell this stock and invest in 
something else with greater near prospects? 


“I will appreciate your early advice—T. K. 


J., Flint, Mich. 


E. I. duPont de Nemours reported 
net income for the calendar year 1932 
of $26,234,778 equal, after dividends on 
the debenture stock, to $1.82 a com- 
mon share, which compares with profits 
of $53,190,060 or $4.26 a share, after 
debenture stock dividends, in the 
preceding year. In reflection of sharp- 
ly curtailed demand for industrial 
chemicals, the rayon and cellophane 
divisions were the major sources of in- 
come and profit from the standpoint 
of operations. The investment division 
of the company, however, contributed 
by far the greater part of net profits. 
For the calendar year 1932, dividends 
received from duPont holdings of Gen- 
eral Motors common stock amounted to 
$1.15 a.share. Obviously, the uncer- 
tainties surrounding the maintenance 
of the current dividend rate on Gen- 
eral Motors common stock, renders 
uncertain the continuance of the cur- 
rent $2 annual rate on the common 
stock of duPont. On the other hand, 
the strong financial condition reported 
by duPont at the year-end is certainly 
reassuring when consideration is given 
to the ability of the company to with- 


stand a protracted period of curtailed 
activity. Total current assets as of 
December 31, last, amounted to $107,- 
325,753, of which $20,976,198 con- 
sisted of cash, against total current lia- 
bilities of $8,819,800, leaving net work- 
ing capital of $98,505,953. DuPont 
ranks as one of the dominating factors 
in the chemical industry of this coun- 
try, and as such, should participate 
fully in general business improvement 
that is anticipated as a result of in- 
flationary measures. Thus we look 
upon the shares as offering interesting 
potentialities over the longer term and 
counsel maintenance of your present 
position. 


KROGER GROCERY & BAKING 
Co. 


Despite improved earnings each year since 
1930, I have seen the value of my 100 shares 
of Kroger Grocery & Bakery Co. decline 
from 43% to today’s price of 15, and lower. 
In view of the few companies with a 
parallel earnings record, I do not see why 
this stock should not sell higher. Can you 
tell me? Also, do you recommend this 
stock as offering favorable profit possibili- 
ties?—B. V. K., Philadelphia, Pa. 


Largely as the result of an aggressive 
retrenchment program carried on dur- 
ing the year, Kroger Grocery & Bak- 
ing Co. was able to report an increase 
in profits despite the vicissitudes exist- 
ing during the period. Net income 
amounted to $2,740,867 equal, after 
dividends on the 6% and 7% preferred 
stocks, to $1.47 a common share, as 
compared with profits of $2,731,128 
or $1.46 a share in the year ended 
January 2, 1932. Furthermore, the 
financial condition was materially 
strengthened during last year, net work- 
ing capital amounting to $22,646,742, 
against $19,566,553 on January 2, 
1932. As of December 31, last, 
cash amounted to $9,160,672 while 
U. S. Government securities (at cost) 
amounted to $2,532,574 against total 
current liabilities of $6,021,026. It is 
interesting to note that although dollar 
sales volume declined 12.77% during 
1932, tonnage sales during the period 
increased slightly more than 3%, despite 
the fact that 147 fewer stores were 
operated during the year. Certainly, 
this accomplishment in the face of the 
adversities of last year, speaks well for 
the present management of the com- 
pany. It is yet too early to anticipate 
with any degree of accuracy 1933 
earnings prospects, but in view of its 
strong trade position, as well as ex- 
cellent financial condition, it is not un- 
reasonable to assume that the manage- 
ment can maintain a satisfactory level 
of earnings. Furthermore, there are in- 
dications in evidence pointing to 
moderate price inflation, which, if ex- 

(Please turn to page 596) 
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GENERAL MILLS, INC. 
PREFERRED 
STOCK 
DIVIDEND 


March 1, 1933. 
Directors of General Mills, Inc., announce 
today the declaration cf the regular quarterly 
dividend of $1.50 per share upon preferred 
stock of the company, payable April 1, 1933, 
to all preferred stockhoiders of record at the 
close of business March 14, 1933. Checks will 
be mailed. ‘Transfer books will not be closed. 

(Signed) K. EB. HUMPHREY, Treasurer. 


co Menar Frourn 
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ALLIED CHEMICAL & DYE CORPORATION 
61 Broadway, New York, 
February 28, 1933. 
Allied Chemical & Dye Corporation has declared 
quarterly dividend No. 49 of one and three-quar- 
ters per cent. (1%%) on the Preferred Stock of 
the Company, payable April 1, 1933, to preferred 
stockholders of record at the close of business 


March 10, 1933. 
H. F. ATHERTON, Secretary. 


AIR REDUCTION CO., INC. 


ILineoln Bldg., 60 East 42nd St., New York 
March 8, 1933. 
DIVIDEND NO. 64. 

The Board of Directors of this Company has de- 
clared the regular quarterly dividend of $.75 per 
share on the Oapital Stock of the Company, pay- 
able by check April 15, 1988, or as soon thereafter 
as may be practicable under Federal and/or State 
laws and regulations, to stockholders of record 


March 381, 1933. 
R. B. DAVIDSON, Secretary. 
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Why Wait Any Longer? 


Learn what controls mar- 
ket action and price move- 
ments. 


See how you can protect 
your capital and accelerate 
its growth. 


Send for booklet M.W. 17 


A. W. Wetsel Advisory Service, Inc. 
Chrysler Building New York 











LOEW’S INCORPORATED 


“THEATRES EVERYWHERE" 
March 4th, 1933. 
'HE Board of Directors has declared a 
dividend of 25c per share on the Com- 
on Stock of this Company, payable on 
the. 31gt day of March, 1933, to stock- 
ra.of record at the close of business on 
—— day of March, 1933. Checks will be 
mailed. 


DAVID BERNSTEIN 
Vice President & Treasurer 
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en 
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Stone & Webster 
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A Binder for Your Copies of 
THe MAGAZINE OF 
WALL STREET 


This handsome binder will hold a six — 
months’ file—13 copies—of THE MAG- 
AZINE OF WALL STREET. 


Its covers are of heavyweight, dark brown 
imitation leather. THE MAGAZINE OF 
WALL STREET is stamped in gold on the 
front and backbone. 


This binder will ~ 


-— Permit you to refer instantly to facts, statistics and articles without removing indi- 
vidual magazines. An occasional review of past issues of THE MAGAZINE OF 
WALL STREET will give you invaluable trading and investment information. 


— Give you a six months’ file because it holds thirteen copies—a complete volume. 
A cumulative index appears semi-annually in our Magazine, making it possible to 
keep your volumes complete as a permanent file. 


— Enable you to insert your copies singly or all at once without punching or marring 
them in any way. A copy can be removed and replaced easily in a moment’s time. 


— Look well on your office table or in your home library. Its covers are made of 
stiff genuine binder board covered with durable brown imitation leather—washable, 
scuff-proof and attractive. With its ingenious construction for holding magazines 
in place, it has the feel and appearance of a bound volume. 


ON INDER THE MAGAZINE OF WALL STREET, 
(for a Fn 5 oeuualia® 90 Broad Street, New York, N. Y. March 18, 1933 


file—13 copies) Enclosed is $ 


$2.25 Please mail me postpaid binders, each to hold six months’ 
copies of THE MAGAZINE OF WALL STREET. 


TWO BINDERS 


(for holding a full years’ 
file—26 copies) 


$4.00 
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Answers to Inquiries 
(Continued from page $91) 








tended throughout the year, should 
prove of considerable benefit to Kroger. 
Admittedly, the common stock is specu- 
lative in character, but, in our opinion, 
the shares offer distinctly favorable 
possibilities for holding over a rea- 
sonable period of time. 


MAY DEPARTMENT STORES Co. 


In view of the decline in earnings, I am 
wondering what I had better do with 125 
shares of May Department Stores Co. 
bought at about 15? Do you look for any 
further dividend adjustments? Do you 
think it advisable to continue holding in 
hopes of a change for the better, or shall I 
sell now to avoid any chance of further 
loss?—R. F. K.. Rochester. N. Y. 


As this is being written, the annual 
report of May Department Stores Co. 
covering the fiscal year ended January 
31, 1933, has not as yet been published. 
However, if we are to judge by the 
successive dividend reductions during 
the past 12 months, profits, in all prob- 
ability, were substantially below those 
of $1.75 a share reported for the fiscal 
year ended January 31, 1932. Asa 
matter of fact, recent estimates indicate 
that earnings for the year just closed 
fell short of even the current reduced 
annual dividend rate of $1 a share. 
Earnings record of May Department 
Stores during the current depression 
reveals a rather pronounced downward 
trend which is largely the result of the 
territory served by the company. In 
view of the fact that May Department 
Stores operates in such industrial cen- 
ters as Akron, Cleveland, St. Louis, and 
Pittsburgh, it has been particularly hard 
hit by the increasing severity of the 
unemployment situation. Also con- 
tributing to lower earnings has been 
the consistent decline of commodity 
prices during the year, a factor that 
doubtless necessitated a mark-down of 
inventories at the year-end. Obviously, 
since declining commodity prices have 
worked to the detriment of the com- 
pany, it is not unreasonable to assume 
that a reversal of this course of events 
will prove highly beneficial. In this 
connection, May Department Stores is 
in a position to take full advantage of 
price inflation, evidences of which ap- 
pear on the horizon. Admittedly, the 
current rate of dividend distributions 
cannot be regarded as secure, despite 
the belief that a satisfactory financial 
condition has been maintained. How- 
ever, May Department Stores enjoys a 
strong trade position, and we are in- 
clined to the belief that maintenance 
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of present speculative holdings should 
prove a profitable policy over a reason- 
able period of time. 


CUDAHY PACKING CoO. 


Can you tell me more about the trend of 
earnings for Cudahy Packing Co.? Do 
you think the drop in 1932 earnings will 
cause any dividend adjustment in the near 
future? This stock has a very narrow 
price range and I am wondering if it would 
pay me to sell my holdings at a small loss? 
—O. P. T., Akron, Ohio. 


Largely as the result of heavy in- 
ventory write-offs occurring at the 
year-end Cudahy Packing Co. reg- 
istered a sharp decline in profits dur- 
ing the year ended October 29, 1932. 
Net income for the period amounted 
to $905,985, equal after preferred divi- 
dends to 70 cents a share on the com- 
mon stock. This compares with net of 
$2,009,991 or $3.06 a common share 
after preferred dividends in the preced- 
ing 12 months. Despite the decline in 
net working capital during the year, 
the financial condition of Cudahy 
Packing as of October 29, 1932, was 
strong, cash alone amounting to $4,- 
698,519 against total current liabilities 
of $3,584,515. Admittedly, further 
weakness in meat prices since the fore- 
going annual report will continue to 
restrict earnings of Cudahy Packing 
during early ensuing months, but as a 
unit, the company is favorably situated 
to benefit from rising price trend as it 
appears in evidence. Furthermore, un- 
like its competitors, the sale of “Dutch 
Cleanser” scouring powder during the 
interim should continue to moderate 
any income reduction. In all prob- 
ability, directors of the company will 
deem it advisable to revise dividend 
policies on the common stock, in order 
to conserve cash, but this possibility 
was largely discounted by latest avail- 
able quotations for the shares. Con- 
sequently, we feel that your interest will 
be best served by retaining your hold- 
ings with a view toward eventual spec- 
ulative price appreciation. 


R. J. REYNOLDS TOBACCO 


m 


I note that in spite of good earnings and 
strong cash position, Reynolds Tobacco 
“B” is selling close to its low for the entire 
depression period. Why is this? Is the 
recent renewal of price cuts and the grow- 
ing popularity of the 10 cent cigarette a 
real menace to future profits? I have 150 
shares and would have considerable loss if I 
sold but I will be guided by your advice.— 
T. J. B., Pittsburgh, Pa. 


Earnings of R. J. Reynolds Tobacco 
Co., as revealed in the annual report 
of that company for the year ended 
December 31, 1932, showed only a 
slight decline in net earnings from those 
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experienced in 1931. Per share earn. 
ings amounted to $3.36 and $3.63, re. 
spectively. The company has main. 
tained a formidable financial condition, 
current assets as of December 31, last, 
including $60,340,555 cash and U. § 
Government securities, amounted to 
$144,774,153 and current liabilities 
were $12,162,269. While it is true 
that competition from the ‘10-cent” 
cigarette brands has made inroads into 
sales of “Camels,” such competition 
will be largely eliminated by the recent 
drastic price cuts by all major pro 
ducers. Obviously profit margins will 
be temporarily reduced, but since Rey- 
nolds derives approximately 50% of its 
income from “Prince Albert” smoking 
tobacco, the earnings decline should be 
less drastic than that of some of its 
competitors. When consideration is 
given to Reynolds’ strong financial and 
trade position, the “B” stock should be 
regarded as a sound equity investment. 
Accordingly, and since current quota- 
tions appear to amply discount the un- 
satisfactory near term earnings out- 
look, continued retention of your pres: 
ent holdings is advised. Moreover, 
should, as now appears probable, in- 
flation evidence itself during the cur- 
rent year, tobacco prices would tend to 
strengthen, thus further augmenting in- 
come. 


FIRST NATIONAL STORES, INC. 


In 1929 I bought 200 shares of First 
National Stores at an average price of %, 
and yielding me less than 3%. Because its 
price has held up better than many more 
active speculative issues, it occurs to me 
that it might be advisable for me to switch. 
Do you advise me to sell now, and buy 
stock with a greater yield and better profit 
possibilities?—-M. T. L., Baltimore, Md. 


Both sales and earnings of First 
National Stores, Inc., continue to com- 
pare favorably with those of its com 
petitors. The company reported for 
the nine months ended December 31, 
1932, a net profit of $3,248,194, 
equivalent to $3.69 a share on the com 
mon stock, compared with $3,629,499 
or $4.13 a share for the preceding 
comparable period. The fact that New 
England has been less severely affected 
by the current economic depression 
than have many other sections of the 
country may account in a large measure 
for the comparative stability of this 
company’s earnings. The company has 
maintained an exceptionally strong 
financial position, current assets as of 
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December 31, 1932, amounted to $14, 
450,037 and current liabilities stood at 
$3,684,731, compared with $14,345, 
963 and $4,416,650, respectively, on 
December 26, 1931. In line with t 

company’s policy of gradually retiring 
outstanding senior securities, it was fe 
cently announced that all funded debt, 
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consisting of its 1st Mortgage Series A 
5% bonds due April 1, 1952, have 
been called for payment on April 1, 
1933. We regard the common stock 
as among the more attractive grocery 
chain equities and see little reason to 
dispose of long pull holdings. As a 
matter of fact, should commodity prices 
rise during 1933, satisfactory price ap- 
preciation for the shares should be wit- 
nessed. 








Studies in Stock Speculation 
(Continued from page 583) 








By eliminating common dividends 
almost as soon as earnings failed to 
cover them, Atchison has maintained 
a very sound financial condition and 
is in a position to immediately resume 
payments when earnings pick up. 

It is not the intention of this article 
to indicate that Atchison is a pur- 
chase at this time. The point that the 
writer has tried to bring out is simply 
that Atchison appears a logical candi- 
date for stock market leadership when 
a major upward move develops. 

When individual stocks for a period 
of many months act better than the 
general market and better than their 
groups, it is frequently significant of 
greater things to come when such 
action occurs over a period in which 
there is no bullish enthusiasm, but is 
subsequent to a period of generally 
improving prices. . 

Having passed through a three-year 
bear market which was preceded by a 
seven-year bull market, it is necessary 
to go considerably into the past to find 
illustrations that cover this point. 
While the last bull market is generally 
conceded to have started in 1921, 
nevertheless, 1923 was a reactionary 
period the greater part of the year. 
During that reactionary period, South- 
ern Railway was very conspicuous in 
showing resistance to decline and 
consistently acted better than the 
general averages or the railroad aver- 
ages. In 1924, it had become one of 
the unquestioned market leaders and 
sold at double the highest price 
reached in 1923, tripling in value by 
1925. 

In 1921, Studebaker was an -out- 
standing feature of strength in mar- 
ket action in a year when the lowest 
prices of the bear market were reached. 
In 1922, it became a prominent market 
leader, advancing to more than three 
times the price it sold at in 1921. 
Following this line of reasoning United 
Aircraft offers the possibility of sensa- 
tional performance in the next bull 
market. 

When the stock market is in a major 
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upward trend it frequently happens 
that groups which have participated 
the most at the beginning of the ad- 
vance reach their peak prices or turn- 
ing points sooner than the combined 
averages and the holders of stocks in 
these groups should always bear in 
mind the desirability of accepting 
profits and switching to other groups 
that, having lagged‘ in ‘price are 
beginning to show indications that they 
are now ready to participate in the 
general advance of the market. Hav- 
ing been successful in selecting the 
early leaders of a bull movement, 
speculators should be constantly on 
the alert for new market leaders that 
are bound ‘to develop from time to 
time before the bull market has run 
its course. 








Will Silver Be Remonetized? 
(Continued from page 567) 








$600,000,000 of money for the in- 
flationists,—but therein exactly is the 
rub. This currency would be little 
more than fiat currency, pure and 
simple. Instead of relieving any strain 
upon the gold stock in this country it 
would, in actual fact, increase the strain 
by increasing the amount of currency 
without gold backing which the Govern- 
ment of the United States, as a matter 
of good faith and under our currency 
laws, would be compelled to redeem in 
gold as a part of its legal tender cur- 
rency. Whether it is specifically sup- 
ported by gold or not, all currency in 
the United States is ultimately redeem- 
able in gold as long as the country re- 
mains on the gold standard. 


No Increase in Circulation 


Nor would such a plan actually in- 
crease the currency in actual circula- 
tion in the country. The present cur- 
rency of the United States is elastic. 
Its volume increases and diminishes in 
response to demand. There is more 
currency in circulation in the country 
at the present time than there ever be- 
fore has been here or in any other 
country. This currency is not being 
fully or properly employed. The in- 
jection of this silver currency into the 
circulation would merely mean the re- 
tirement of an equivalent amount of 
other currency,—probably. Federal Re- 
serve notes. In so doing it would re- 
lease the 40 per cent gold backing of 
the Reserve notes but also eliminate the 
60 per cent backing of eligible paper 
or Government bonds, ultimately requir- 
ing, as above indicated, a higher gold 
backing in the Govertinient’s Ss. 


r 


serves. The cheaper plan to effect the 
same result in currency circulation 
would be to issue fiat paper currency, 
United States notes, old fashioned 
greenbacks. Buying $250,000,000 
worth of silver bullion for the purpose 
is merely to present silver producers 
with a subsidy. The idea back of such 
measures is that of the old silver pur- 
chase section of the Sherman Act 
which brought disaster upon the finances 
of the country between 1890 and 1893 
only stopped by the courage of a dis- 
tinguished Democratic predecessor of 
the new President. 

In support of all these plans for the 
rehabilitation of silver as money is the 
fallacious argument that an increase in 
the ‘price of the metal would increase 
the buying power of silver using na- 
tions, China being offered as the shin- 
ing example of the possibilities in this 
line. Unfortunately for the theory, 
China is a shining example of what 
silver as a currency can do for a coun- 
try under the extraordinary circum- 
stances in which the world finds itself. 
The fact is that the low value of 
China’s silver currency has enabled it 
to maintain its producing costs at such 
a level that it has been able to export 
its goods to other countries in the face 
of world depression to an extent which 
would have been impossible if silver 
had been high in price. Low silver 
values have checked the import of cer- 
tain classes of foreign goods but have 
stimulated the export of its own prod- 
ucts. China does not pay for its im- 
ports in silver; it pays for them in other 
goods or in gold. Its failure to buy 
more foreign goods has been due to the 
fact that the world could not or would 
not take more Chinese products. Only 
a general advance in world trade will 
improve American exports to China or 
any other silver-using country. Silver 
has little if anything to do with the 
situation. Undoubtedly an increase in 
the price of silver would improve the 
buying power of silver-producing coun- 
tries such as the United States, Canada, 
Mexico and various other Latin Ameri- 
can nations but it is doubtful if the in- 
crease would amount to as much as it 
would cost the Government of the 
United States to bring it about. It may 
be well to remember that the total 
value of the world’s production of 
silver in any year has never amount 
to the $250,000,000 it is proposed that 
the United States spend to rehabilitate 
the metal at the present time. 


































Probable Use Limited 


In some respects the position of 
silver is better than it has been for 
years. Revised production figures for 
last year place the total amount of new 
silver coming on world markets # 
164,863,000 fine-ourices,—about 100, 
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(00,000 ounces less than in 1929—the 
year of record production. Constant 
decrease in production has been more 
than overcome by constant decrease in 
consumption in the Far East but it can 
readily be appreciated that when once 
the turn comes in the business road the 
white metal is in a strong position to 
take advantage of a general advance in 
commodity prices. How far the in- 
creased use of the metal in European 
currencies will go remains to be seen. 
The increased use of the heavy metal 


currency in Germany, for example, is ° 


reported as unpopular and eventually 
it will probably be supplanted by notes 
or other currency. Most nations which 
have experimented with cheaper forms 
of subsidiary and small denomination 
currency find it expensive to turn to 
silver. The use of silver as currency 
reserves is as unreliable as the use of 
wheat or any other commodity. In the 
United States the increased use of silver 
in currency would be expensive and 
would have no effect whatever upon 
the currency or general business unless 
it runs into real inflation of the cur- 
rency—in which event it will be infla- 
tion and not silver which will be the 
determining factor. 





Canadian Pacific 
(Continued from page 579) 











the United States and England. It 
would be carrying pessimism to an 
absurd length to assume that the 
private property rights thus involved 
could ever be ignored in an arbitrary 
amalgamation. On the other hand, on 
the basis of either continued in- 
dependence for the Canadian Pacific 
or a sound consolidation of the two 
properties the longer future should 
hold much promise for Canadian Pa- 
cific common shares. 

In addition to the transcontinental 
system operated in Canada, the Cana- 
dian Pacific controls a substantial total 
of mileage in the United States, of 
which the “Soo Line” is the most im- 
portant. Various wholly owned com- 
panies conduct the company’s extensive 


maritime business, operating fleets of - 


modern steamships from Montreal 
actoss the Atlantic to European points, 
and from Vancouver on the Pacific 
Coast to the leading Oriental countries 
and Australia. In recent years the 
company has engaged actively in the 
Pleasure cruise business. 
his transportation business — is 
rounded out by ownership of an ex- 
tensive chain of large hotels, including 
the famous Chateau Frontenac. in 
uebec; and the operation of sleeping 
car, telegraph and express. -services. 
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The public utility system of... 








Standard Gas and 


Electric Company 














serves 1,662 cities and towns of twenty states... combined 
.total customers 1,603,403... installed 
generating capacity 1,587,682 kilowatts... properties operate 


population 6,000,000.. 


under the direction of Byllesby Engineering and Manage- 
ment Corporation, the Company’s wholly-owned subsidiary. 








Other varied interests include coal, 
timber, agricultural lands and lumber 
mills. 

Grain, especially wheat, lumber and 
manufactured products constitute the 
chief sources of traffic for the trans- 
continental line. The wheat crop of 
Canada has multiplied nearly tenfold 
since 1890. While it is perhaps to be 
doubted that the road’s future growth 
will be as rapid as that of the past, 
normal and gradual business recon- 
struction should put the Canadian Pa- 
cific again in a relatively favorable 
position. 

Meanwhile further economies, espe- 
cially in the announcement of a second 
10% cut in wage rates, joint use of 
certain facilities with the Canadian 
National, elimination of duplicating 
services and other forms of co-operation 
should tend to strengthen the Canadian 
Pacific’s position, pending a reversal in 
the traffic trend. 








New Bankruptcy Law — A 
Step in the Right Direction 
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for each county upon petition of at 
least fifteen farmers within that county. 
It is intended that the referees be men 
familiar with local farming conditions 
and several may be appointed for any 
one county. After the farmer files a 
petition of insolvency the referee will 
call a meeting of all creditors in an 
effort to effect debt adjustment ac- 
ceptable to both the farmer and a ma- 
jority of the creditors, the latter term 
meaning a majority as measured by 
total of claims. 

The Federal Court must pass upon 
the agreed plan as equitable and 
feasible before it can be placed in 
effect. There is an important reserva- 
tion in the provision that composition 
or extension of farm debts under this 
legislation shall not reduce the amount 
nor impair the lien of any secured 
creditors, but shall. affect only the 
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method and time of its liquidation. If 
this provision is interpreted by the 
courts in accordance with its literal 
wording, it apparently would expedite 
the adjustment of burdensome mort- 
gages only on the basis of voluntary 
consent by the mortgagor. 

Moreover, in excluding corporations, 
other than railroads, from this legisla- 
tion, a vast total of urban mortgages 
held by guarantee bond companies and 
other incorporated financial institutions 
is apparently ignored, although it 
presses for adjustment. 

In summary, it may be said that the 
new legislation represents a start along 
the road of voluntary or semi-voluntary 
adjustment of unsupportable debts. It 
is perhaps well that the experiment be 
limited for the present to a few objec- 
tives. If it works, its underlying ob-. 
jectives can later be expanded. , 
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New York Curb Exchange 

















IMPORTANT ISSUES 
Quotations as of Recent Date 


Price Range 
.Recent 
Name and Dividend High Low Price 
Alum. Co. of Amer.......... 54% 37% 42 


Alum, Co, of Amer. Pfd. (3).. “4 40 42 
Amer, Cit. P. & L. B. (.15).. 5% 8 4 


Amer. Cyanamid B.......... 4% 8% 4 

Amer. & For, Pr. war....... 5% 3 8% 
Amer. Gas & Elec. (1)...... 838% 19% 21% 
Amer. Lt. & Tr. (2)......... 19% 13 13 

Amer. Superpower ........-. 5% 2% 3% 
Assoc. Gas Elec, ‘‘A’’....... 2% 1% 1% 
Brasil T. L. & Pr.....,..... 8% 6 6% 
Carnation Co. .......++.--+++ 1%, 5% 5% 
Cities Service .........++.++ 3% 2 2% 
Cities Service Pfd..........- 17% 10% W% 
Colum. G. & E. cv. Pfd. (5). 96 75% Tb% 


Commonwealth Edison (5)... 82% 64 68 


Cleve. El, Ill, (1.60) 


Cord Corp. (.10) .......-..-. 1% 4% 5 

Deore & Oo. ....sccceccssees 11% 5% M% 
Elec. Bond & Share (6% stk.) 21% 10 12% 
Elec, Bond & Share Pfd. (6).. 48% 32 33% 
Elec. Pr. Assoc, (.40)....... 7 2% 3% 
Ford Motor Can. A.......... 7 4% 5% 
Ford Motor, Ltd...........-- 3% 2% 2% 


a 

Price Range 
———_*—_. . Recent 

Name and Dividend High Low 
General Aviation ........... 5 2% 4y, 
Goldman Sachs T.........--. 8% 2% 2% 
Great A. & P, Tea N.-V. (7). 155 128 128% 
Gulf Oil of Pa.....-.....00. 291%, 24 241% 
Hudson Bay M. & 8........-. 3% 2% 2% 


Humble Oil (2) 
Inter, Petrol (1) 


National Aviation ........... 8% 5% 5% 
Mat. Dalian Bees... 2.655. 1% % 1% 
Nat. P. & L, Pfd. (6)....... 69 47 50 


New Jersey Zinc (2)........ 264%, 
Niagara Hudson Pwr. (1).... 16% 8% 9% 
Penroad Corp. ..........+6. 1% 1% 1% 


St. Regis Paper ............ 3% 1% 2% 
Salt Creek Prod, (1)......... 4% 8% 3% 
Omith (A. 0.) ....ccceessees 22% 114% 18% 
Standard Oil of Ind. (1)..... 22% 17 174% 
Stutz Motor Car ............ 17% 9% 10% 
a Sari Cry 8% 7 1% 
oe By Es ra 17% 12% 14 

United Founders ...........-- 1% 1 1 

United Gas Corp. .........-- 2% 1% 1% 
United Lt. & Pow. A........ 4% 2% 3 

















Consolidated Gas of Baltimore 
(Continued from page 581) 








Baltimore Stock Exchange around $53 
a share which, on the basis of the divi- 
dend currently being paid, affords a 
yield of nearly 7%. 

It is unfortunate that an investiga- 
tion undertaken with a view to dis- 
covering the investment merit in the 
common stock of any particular com- 
pany cannot stop in these troubled 
times with the company and its busi- 
ness. Here is a conservatively managed 
and successful public utility, serving a 
territory with natural advantages for 
further expansion. The company is in 
the hands of men who have raised it 
to its present position over a period of 
some 23 years and there is no reason 
to suppose that the record of such a 
management augurs anything but well 
for the future—so far as they have 
control over factors directly affecting 
their company’s business. 


Rate Reductions? 


Yet, to the individual investor this is 
not enough, particularly when con- 
sideration is being given to the stock 
of a public utility. What of the rate 
question which is now being raised 
throughout the country so vigorously? 
It is true, of course, that the Consoli- 
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dated Gas Co. of Baltimore is operat- 
ing under rates which are among the 
lowest and that there have been steady 
reductions over a period of years. 
Nevertheless, the possibility of unrea- 
sonable demands for rate reductions 
must not be neglected by the investor. 
Then also, consideration must be given 
to the constantly heavier tax burden 
under which all industry now staggers. 
The Consolidated Gas Co. of Baltimore 
paid $3,110,526 in taxes last year, a 
sum equivalent to 26% of the entire 
net operating revenue before taxes. 

There is finally the much debated 
question of inflation. The individual 
should clearly understand the probable 
effects of inflation and also the probable 
effects of further deflation on his hold- 
ings in order that he may protect him- 
self by proper diversification. Weigh- 
ing every consideration, it would seem 
that public utility common stocks were 
more satisfactory holdings in periods of 
deflation than in periods of inflation, 
although a reasonable raising of the 
price level, accompanied by some im- 
provement in general business, might 
well prove of net benefit. 

In view of the many extraneous in- 
fluences which may affect the value of 
his holding, a farsighted purchaser of 
the common stock of the Consolidated 
Gas Electric Light & Power Co. of 
Baltimore will not fail to see that it 
fits into a broad, diversified investment 
policy and will make periodical ex- 
aminations of the situation to see that 
it continues to do so. ' 


When doing business with our advertisers, kindly mention THE MAGAZINE OF WALL ST. REET 


Intimate Letters of a Wash. 
ington Journalist and His 
New York Broker 
(Continued from page 571) 








wrong. That is why I am so unquali- 
fiedly bullish on the general situation. 

Don’t worry about your lack of 
cash. After a while, you will be able 
to get all the money you want, pro 
vided you have a bank account. 

The brokers down here are hoping 
and praying that the Stock Exchange 
opens as quickly as possible. Some of 
these big wire houses, with their big 
overhead, are under terrific expense, 
with no income—and they would not 
be able to stand up very long under 
conditions as they are today,—but I 
think we will all look back upon this 
critical situation. as a bad dream. 

The problem now is how to handle 
yourself in order to take advantage of 
the new order of things and to par- 
ticipate fruitfully in the new economy. 
Personally, I have got some stocks, 
some hides, some silver and some real 
estate bonds, all bought at fairly low 
prices. Certainly, this should be an 
opportunity to make some money. If 
I do, I will be the first to invite you to 
come up to New York and celebrate 
with me. 

Pardon the more serious vein of this 
letter but I am not in the mood for 
humor or wisecracks. I have heard 
some choice stories about what hap- 
pened during the past ten days, but I 
think they can wait for my next letter. 

Faithfully yours, 
PERRY. 


P. S. I suppose you have heard the 
story about our new ship of state hav 
ing a “Woodin Hull.” 

P. S. Have you: returned your gold 
to the Federal Reserve? 





Gold Mining Stocks at Their 
Peak? 


(Continued from page 584) 








ances which might be against us, 
though not enough to liquidate our en: 
tire working capital; no modern nation 
could have enough for this. It is there: 
fore possible, in order to make a repetl’ 
tion of the recent disaster more unlikely 
in the future, when we do go on a 
free gold standard again, that we em 
brace the gold bullion standard. This 
would «mean that, while the public 
could ‘hot obtain gold coin for its notes, 
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the currency would be firmly anchored 
to gold through a willingness to re- 
deem in gold bars. If we do retain 
the gold standard and there is a rise 
in commodity prices our gold produc- 
ing companies would be adversely af- 
fected because of the rise in their op- 
erating cost. This adverse effect, how- 
ever, may be less, and slower in opera- 
tion, than is anticipated because of the 
fact that wages—an important item of 
expense—are notoriously lagging. With 
10,000,000 or more unemployed, the 
present could hardly be an exception. 

While it is much less probable than 
the degree of inflation which has been 
discussed above, the status of the gold 
stocks in the event that we abandon 
the gold standard is at least worth some 
discussion. In this case gold stocks 
are favorably affected so long as the 
premium on gold continues higher than 
the amount by which commodity prices 
have appreciated. Canada and South 
Africa are paying the full premium on 
gold and because both commodity 
prices and wages lag behind fluctua- 
tions in a currency, the gold mining 
boom in these countries is particularly 
pronounced—even more pronounced 
than it has been in the United States. 
It is possible, however, that the United 
States would refuse to pay a premium 
for gold, though the country continued 
of gold, and in this case gold produc- 
ing companies would probably be more 
adversely affected by the rise in com- 
modity prices than could be offset by 
any premium obtainable in the open 
market. 

In the extremely unlikely event that 
the dollar should be drastically de- 
based, the investor in gold stocks would 
probably find his position no different 
from that which he held prior to the 
very start of the inflation. This is be- 
cause a thoroughly discredited currency 
isno longer a factor in prices. Our 
business would be carried on in sterling 
or Canadian dollars and the dividends 
from the gold stocks would be paid in 
these currencies. 

The general principles which have 
been laid down for American gold 
stocks apply, of course, equally well to 
Canadian gold stocks. The latter will 

affected by fluctuations in the 
Canadian dollar in exactly the same 
way that fluctuations in the American 
dollar affect our own. But whether, at 
the moment, Canadian companies are 
tter situated than American com- 
panies or vice versa is something which 
can hardly be answered. It would seem, 
taking into consideration the trade 
and debt position of the two countries, 
that ultimately any depreciation of the 
American dollar must be more than 
duplicated by the Canadian dollar, 
leaving the relative positions of the two 
Moneys about the same as it was prior 
to our banking crisis. 
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Taking all factors into consideration, 
with prospects of moderate controlled 
inflation in this country at present, the 
weight of evidence seems adverse to 
holders of gold stocks. The situation 
should therefore be watched closely and 
if the threat of inflation becomes an 
actuality, favorable opportunities to 
take profits on current holdings might 
be sought. 








Bond Holdings Subject to 
Reconsideration 
(Continued from page 575) 








the long run parallel the degree of in- 
flation in the dollar. On the present 
evidence, we do not anticipate an in- 
flation which would be seriously dan- 
gerous or even particularly onerous to 
owners of bonds. But the possibility 
of even the mildest currency inflation 
and the present inability to feel certain 
as to its maximum limit appears to 
justify a cautious policy as regards high 
grade bonds. 

On the other hand, speculative bonds 
—probably most bonds selling under 50 
per cent of par—have nothing to fear 
from a limited or controlled inflation. 
Their present prices, like those of 
stocks, are determined more by factors 
of industrial activity and earnings, 
than by the money factor. On the 
theory that monetary inflation would 
at least temporarily stimulate business 


such bonds should be held. 








What to Look for in Rail 
Securities 
(Continued from page 573) 








low price. This fact weakens the 
long-term traffic prospects of the Chi- 
cago & Eastern Illinois, in our opinion, 
and has been taken into account in ac- 
cording a low classification to this road. 

Similarly, the Lackawanna, so strong 
in many respects, is dependent for a 
large part of its revenues on anthracite 
coal, which has been on the whole in a 
stagnating condition over a period of 
years, and whose future in competition 
with fuel oil and natural or manufac- 
ured gas is uncertain, irrespective of 
fluctuations in general business condi- 
tions. 

Great weight must also be assigned 
to the competitive outlook of each road, 
both as against other railroads and as 
against water, trucks and buses. The 
high rating of the Louisville & Nash- 
ville is based in part on its demon- 
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“ODD LOT TRADING” 
John Muir & Co., members New York Stock 
Exchange, are distributing their booklet to 
investors. (225). 


A COMPLETE FINANCIAL LIBRARY IN 8 VOLUMES 
These eight Standard Books, published by 
The Magazine of Wall Street, cover every 
phase of modern security trading and in- 
vesting. Available at new low prices. 
Write for descriptive circular. (752). 


WHEN TO BUY AND WHEN TO SELL 
The Investment and Business Forecast, a 
security advisory service, conducted by ‘The 
Magazine of Wall Street, definitely advises 
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“TRADING METHODS” 
This handbook, issued by Chisholm & Chap- 
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An old established New York Stock Exchange 
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To the President of a 
Dividend-Paying Corporation :— 


Why should you publish your divided 
notices in The Magazine of Wall Street? 

You will reach the greatest number of 
potential Stockholders of record at the 
time when they are perusing our maga- 
zine, seeking sound securities to add to 
their holdings. 

By keeping them informed of your divi- 
dend action, you create the maximum 
amount of good will for your Company, 
which will result in wide diversification 
of your securities among these influential 
investors. 

Place The Magazine of Wall Street on, the 
list of publications carrying your next divt- 
dend notice! 
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strated ability to maintain a strong 
competitive position against other rail- 
roads in the South because of its strong 
terminal position, connections, etc. The 
Pennsylvania similarly has been success- 
ful in competitive traffic solicitation as 
against the New York Central. The 
Illinois Central's future outlook is ren- 
dered uncertain by the direct and in- 
direct results of water competition on 
the Mississippi, which the line parallels 
for an important part of its length. 
The New Haven would be entitled to 
a higher rating except, among other 
reasons, for the competitive situation in 
New England. Buses and motor trucks 
have been skimming off the cream of 
the high-grade short-haul traffic be- 
tween New York and Boston, and even 
air competition for passenger trade is 
something of a factor. 

All these considerations have their 
weight in determining the ability of a 
given road to meet financial emer- 
gencies, refund its obligations, and in 
general ride through the storm, until 
the more immediate dangers are past. 

Unquestionably present market prices 
already reflect these conditions in many 
cases, but the careful buyer of railroad 
values will find large discrepancies in 
the market valuation of different roads 
which are not explainable on the basis 
of immediate prospects and long-term 
outlook. The accompanying classifica- 
tion and data will serve their purpose 
best as a starting point for the sys- 
tematic search for attractive purchases 
in the railroad security field, as well as 
in aiding in the estimation of the pros- 
pects of the different companies for 
passing through the difficult period of 
the present and immediate future. 








Anticipated Inflation Favors 
Stocks 
(Continued from page 563) 








incidental factors have been considered, 
special attention has been concentrated 
on the selection of companies strongly 
intrenched in fundamental industries 
and, as far as possible, in industries of 


necessity. 

It should be emphasized that specu- 
lation on the prospects of inflation is 
uncommonly difficult and hazardous. 
— profit is in no sense the 

jective of these recommendations. 
Until inflation ends and a normal eco- 
nomic and financial base is established 
paper profits wil mean nothing and 
can be realized only by those lucky 
enough to guess the actual culmination 
of inflation. We present the above 
stocks merely as suitable means‘ for 
storage of more or less permanent prop- 
erty values, whatever the abnormal in- 
termediate fluctuations of market price. 


602 


It is inevitable, of course, that the 
effects of the banking strain will 
quickly show up in marked recession 
in the business indexes. Such reces- 
sion is already evident in the records 
of steel operations, of railroad car 
loadings, of electric power production, 
of automobile production and of retail 
trade. This can only result in a further 
decline of corporate earning power. 
Semi-normal business activity awaits 
the restoration of banking facilities. 

Fortunately, these current disap- 
pointments are modified by the more 
hopeful ultimate prospect suggested by 
present and prospective economic cor- 
rection on a realistic basis under ef- 
fective and decisive national leadership. 








A New Deal in Banking 
(Continued from page 566) 








all banks to enter the Federal Reserve 
System if they can qualify for member- 
ship; inability to do so would be 
equivalent to dissolution. Some would 
uphold the small unit banks to the last 
ditch, while others would declare com- 
mercial banking interstate commerce 
and effect national unification under 
the exclusive authority of the Federal 
Government. 

Impressed by the patent inability of 
any really functioning bank to meet 
the possible demands of demand de- 
positors for all their deposits at a given 
moment, some persons are now offering 
suggestions for what amounts to a 
measure of time limitation on all de- 
posits, but this, it is felt, would deal 
a death blow to commercial banking, 
as it would greatly curtail deposits and 
restrict their credit operations. It is 
a measure not at all necessary and 
really incompatible with banking serv- 
ice if confidence can be reestablished 
and maintained in the banks—main- 
tained as it is in other countries. How- 
ever, time deposits might well be en- 
forced as time deposits in fact as well 
as in name, and the savings deposits 
should be strictly segregated. 

While it is not to be expected that 
Congress will deal with basic banking 
reform so quickly as it will with emer- 
gency measures, this critical period, 
when the banks have failed the people 
and the people have failed the banks 
and both sides realize their errors, is 


the propitious moment for action. The 
banking paralysis of the world’s great 
est business nation, the most bank-using 
nation, has been costly and humiliating, 
but the price in both money and pride 
will be cheap if there soon issue from 
the present confusion a banking system 
that will be sound because it commands 
respect and respectable because it is 
sound. But whatever law may do, a 
sound bank and a sound banking sys- 
tem are mainly the product of sound 
men and sound practices. If there 
were more bad bankers in jail and 
fewer qualified for such a domicile 
there would be little cause to fear for 
the safety of banks in the worst of 
times. As in many other phases of our 
common life we Americans have got 
from our banks about what we are en- 
titled to. Every organism has to re 
spond to its environment. The Ameri- 
can environment has been one which 
encouraged malpractice in banking. But 
we are in a saner if sorrier mood. 
Already we have fewer useless or rot: 
ten banks and now we are on the way 
to better banks and better customers. 








Now Is the Time for 
Adjustment 
(Continued from page 569) 








In the failure of the program of expedi- 
ents and the demonstrated ineptitude of 
the leadership we have the cause of dis: 
integration of public confidence. For- 
tunately there are now signs that we 
have already turned back from the 
former course and are seeking new 
roads. The very shock of the banking 
debacle catapults us into a major turn. 
There has been a unique fusion of 
national interest. Public psychology has 
turned toward stark realism. Forceful 
and confidence-inspiring leadership has 
taken the reins. Never was there such 
an opportunity to expedite and guide 
the processes of needed adjustment. 
Establishment of sound banking is not 
enough. The future will never provide 
a more appropriate psychological setting 
than now exists for tackling such prob 
lems as the Federal deficit, the malad 
justment of exchange values in com: 
modities, the unsupportable burden of 
private and corporate indebtness. In 
every direction, we must cut our cloth 
to suit our purse, 
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Please send me books as listed above: Nos. 1-2-3-4-5-6-7-8. (Simply check books 
desired, remitting $2.25 if only one is ordered, or $1.50 each if sets of two or more 
books are ordered.) 


$10 


Individual Price of 


Each Book ... $2.25 


Enclosed 


When Sets of 2 or 
More Books Are 


Ordered. Each.. $1 50 























INVESTMENT 90 BROAD ST 
MANAGEMENT NEW YORK, N.Y, | 
SERVICE : 


An Open Letter— 


To All Security Holders 


Now, more than ever before, your security holdings should be 
analyzed and revised in keeping with the new trend of economics. 
It is vitally important to your financial welfare that you be prepared 
to take prompt action.when the proper course is determined. 


There are numerous holdings returning a fixed income which 
should be switched at once in the event currency is inflated, as cur- 
rency inflation takes its first toll on the fixed income-bearing secur- 
ity. On the other hand, common stocks which represent equities in 
certain companies enjoy a rapid advance during a period of inflation. 


Our staff of economists and security analysts here and in Washing- 
ton is studying the current financial and banking situation and is in 
constant touch with all developments. We will advise our clients 
definitely as to what action is necessary to protect present invest- 
ments and assure participation in the opportunities for profit which 
will be offered. 


If you will acquaint us with the securities you now hold and the 
amount of your funds which will be available for additional invest- 
ment we will make a preliminary survey and tell you how our serv- 
ice will assist in safeguarding your capital and in operating it as 
the greatest source of profit. Your consideration will involve no 
cost or obligation—our knowledge of your financial affairs will be 
held in absolute confidence. 


INVESTMENT MANAGEMENT SERVICE 


DIVISION or 
the MAGAZINE 
@/WaALL STREET 














